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Appendices 


1. Recommendations and Observations by the Standing Committee on Public Accounts 
not yet implemented or dealt with by Executive Action....................0-. 


2. Non-Productive Payments noted in the Audit for the Fiscal Year ended March 31, 1964 


3. Summary of Employees of the Public Service, by Departments, Crown Corporations 
and Other Instrumentalities Authorized and on Strength as at March 31, 1964, 
with comparable figures'as.at March 31) 1963.84 2a oe ee 


Summary of Expenditure by Standard Objects for the Fiscal Year ended March 31, 
1964, with comparable figures for the preceding fiscal year 


Exhibits 
(as published in the Public Accounts) 


Statement of Expenditure and Revenue for the Fiscal Year ended March OL, L9G4y.. 
Statement of Assets and Liabilities as at March 31, 1964 


Summary of Appropriations, Expenditures and Unexpended Balances by Departments 
for the Fiseal Year ended March 31, 1964)_......«. «4 «coos dee, cee 
Summary of Revenue by Main Classifications and Departments for the Fiscal Year 
ended March 31, 1964 
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HE functions and responsibilities of the Auditor General of Canada are outlined in 
Part VII of the Financial Administration Act. 


2. In accordance with the requirement of section 70 of the Act, a Report is now 
made to the House of Commons on the results of the audit examinations for the year 
ended March 31, 1964. Subsection (1) of the section reads: 


“The Auditor General shall report annually to the House of Commons the results of his 
examinations and shall call attention to every case in which he has observed that 


(a) any officer or employee has wilfully or negligently omitted to collect or receive any 
money belonging to Canada, 


(b) any public money was not duly accounted for and paid into the Consolidated Revenue 
Fund, 


(c) any appropriation was exceeded or was applied to a purpose or in a manner not 
) authorized by Parliament, 


(d) an expenditure was not authorized or was not properly vouched or certified, 
(e) there has been a deficiency or loss through the fraud, default or mistake of any person, or 
(f) a special warrant authorized the payment of any money, 


and to any other case that the Auditor General considers should be brought to the notice 
of the House of Commons.” 


) 3. The Statement of Expenditure and Revenue for the fiscal year ended March 31, 
1964 and the Statement of Assets and Liabilities as at that date, prepared by the 
Department of Finance for inclusion in the Public Accounts, have been examined and 
certified by me as required by section 69 of the Financial Administration Act, subject to 
my comments in this Report. Copies of these financial statements are appended as 
Exhibits 1 and 2. The “Summary of Appropriations, Expenditures and Unexpended 
Balances by Departments” and the “Summary of Revenue by Main Classifications and 
Departments”, both as included in the 1964 Public Accounts, have also been examined 
and certified and copies are appended as Exhibits 3 and 4. 


Standing Committee on Public Accounts 


| 4. On October 29, 1963 the House of Commons referred my Report for the fiscal 
year ended March 31, 1962 to the Public Accounts Committee. During the First Session 
of the Twenty-sixth Parliament, the Committee held 13 meetings before it adjourned and 
on December 19, 1963 presented its Third and Fourth Reports 1963 to the House of 
Commons on its work up to that time. Following the commencement of the Second 
Session, the House of Commons on May 22, 1964 again referred my 1962 Report to the 
Committee together with my Report for the year ended March 31, 1963. 

The Committee held its first meeting in the Second Session on May 26, 1964 when, in 
accordance with its request, I submitted a follow-up report to the Committee on the action 


1 


2 AUDITOR GENERAL’S REPORT 


taken on the recommendations contained in its Third and Fourth Reports 1963. In this 
follow-up report, I informed the Committee that the departments and agencies concerned 
had taken action on three of its ten recommendations. 

The Committee held eleven meetings during the period from May 26, 1964 to 
June 30, 1964, reporting thereon to the House of Commons in its Fourth Report 1964 
which was presented to the House on July 28, 1964. On August 5, 1964 the Committee 
presented its Fifth Report 1964 to the House covering six meetings held in the month 
of July when it examined the financial statements of the Canadian Broadcasting 
Corporation for its 1961-62 and 1962-63 financial years. The Committee resumed its 
meetings on October 20, 1964 and on that day presented its Sixth Report 1964 to the 
House. With the assistance of two sub-committees dealing with the Form and Content 
of the Public Accounts and Surplus Assets Disposal, the Committee concluded its 
examination of my 1962 and 1963 Reports on November 17, 1964 and presented its 
Seventh and Highth Reports 1964 to the House on December 7, 1964. 

This is the first time in recent years that the Public Accounts Committee has 
completed its examination of the Auditor General’s Reports to the House of Commons 
before a succeeding Report has been tabled. As a result, I have had the benefit of its 
views on a considerable number of outstanding matters which has enabled me not only to 
eliminate repetitious comment but to make timely reference throughout this Report to 
matters on which the Committee expressed views. 

In order to furnish a convenient reference for Members of the House, a summarized 
listing (Appendix 1) has been prepared of the 50 recommendations and observations 
made by the Committee in the six reports it has presented to the House during the 
period November 8, 1963 to December 7, 1964 which have not yet been implemented or 
otherwise dealt with by Executive action. With the exception of four from the Fourth 
Report 1963 and eight which had their origin in earlier reports, these recommendations 
and observations originated in reports presented to the House between July 28, 1964 
and December 7, 1964. Consequently, no Executive action to implement or deal with them 
was possible during the fiscal year ended March 31, 1964. 


Summary of Employees Authorized for the Public Service 


5. In my Reports to the House for the last several years I have referred to the fact 
that the two largest items of expenditure continue to be public debt charges and civil 
salaries and wages (see Appendix 4). Together they totalled $1,902 million and represented 
28% of the total expenditure for the year under review. The largest of the public debt 
charges, namely interest, is the subject of a detailed appendix in the Public Accounts. 
With respect to civil salaries and wages, my Reports in prior years have contained a 
summarized listing, as an appendix, showing the numbers of employees authorized for 
the public service by departments, Crown corporations and other instrumentalities a 
the close of the year under review in comparison with the numbers at the close of the 
preceding year, prepared on the basis explained in the footnotes to the appendix. 
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| The Public Accounts Committee expressed interest in this listing and in its Fourth 
) Report 1963 requested that the listing continue to be prepared annually and, effective 
with this Report, include therein a more detailed breakdown of the various departmental 
_and Crown corporation establishments by divisions and sub- divisions, together with the 
‘numbers of employees actually on strength at the close of the fiscal year, for the purpose 
of showing the size of each establishment’s organization on a still more informative 
comparative basis. 

| A listing as at March 31, 1964 prepared on this basis appears in this Report as 
: Appendix 3. 


Scope of the Audit 


6. Examinations of the departmental accounts for the year ended March 31, 1964 
were made in conformity with section 67 of the Financial Administration Act which reads: 


“The Auditor General shall examine in such manner as he may deem necessary the 
accounts relating to the Consolidated Revenue Fund and to public property and shall 
ascertain whether in his opinion 
(a) the accounts have been faithfully and properly kept, 

(b) all public money has been fully accounted for, and the rules and procedures applied are 
sufficient to secure an effective check on the assessment, collection and proper allocation 
of the revenue, 


_~ (c) money has been expended for the purposes for which it was appropriated by Parliament, 
| and the expenditures have been made as authorized, and 


(d) essential records are maintained and the rules and procedures applied are sufficient 
to safeguard and control public property.” 


In my 1962 and 1963 Reports to the House of Commons I stated that it had not been 
possible to carry forward the comprehensive audit approach to the extent outlined to the 
House in my 1960 Report and to the Public Accounts Committee in 1960 and 1961 
for the reason that I continued to be unable, under existing governmental recruitment 
procedures, to obtain the full staff approved for my Office by the Treasury Board. I 
pointed out the extent to which these recruitment difficulties were limiting the scope of 
the work of the Audit Office. 

In my Report last year I outlined an arrangement I had entered into on November 22, 
1963 with the Chairman of the Civil Service Commission whereby agreement was reached 
‘on the steps to be taken in the area of recruitment, selection and negotiation with 
candidates for positions in the Audit Office. This arrangement was implemented in 
January 1964 and is developing satisfactorily to the point where it should be possible to 
increase the scope of the work of the Audit Office before the completion of the now 


] 


current fiscal year ending March 31, 1965 and to see the full effect of this improvement 
in the fiscal year to commence April 1, 1965. In this connection reference is made to the 
staff position given in paragraph 11. 
It follows, therefore, that the limitations previously referred to in the scope of our 
work have continued during the fiscal year now under review. Subject to this, our 
95480—2 
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examinations were made in accordance with generally accepted auditing standards and 
continued to include a general review of the accounting procedures and systems of 
internal control together with such tests of the accounting records and other supporting 
evidence as we considered necessary in the circumstances. 

The attention of responsible administrative and accounting officers was directed to 
transactions which, in the Audit Office view, were not in harmony with annual parlia- 
mentary appropriations or continuing statutory financial directions, or which lacked 
conformity with Executive orders or regulations. 

Our examinations extended to all departments, Crown corporations and other 
agencies of the Government of Canada, excepting those listed in paragraph 133 whose 
accounts were subject to examination by other auditors. 

The accounts relating to the receipts and disbursements of the Office of the Auditor 
General were examined by an officer of the public service nominated for the purpose by 
the Treasury Board, as required by section 75 of the Financial Administration Act. In 
this connection, the Public Accounts Committee, in its Eighth Report 1964 (see 
Appendix 1, item 50) has recommended that this section of the Act be amended to 
provide that the receipts and disbursements of the Office of the Auditor General be 
examined by a qualified person nominated by Parliament through its Standing Committee 
on Public Accounts, and that such person should report thereon to the House of 
Commons. 

During the course of their work, members of the staff of the Audit Office were given 
full access to all vouchers, records and files of the various departments, Crown corpora- 
tions and other agencies. In addition, they were readily provided with all supplementary 
information and explanations required. I take pleasure in expressing my appreciation for 
the co-operation thus extended by departmental and Treasury officers and by the 
administrative and accounting officers of Crown corporations and other agencies. 

The Audit Office has addressed detailed reports to the executive boards of Crown 
corporations and other agencies covering the results of its examinations during the past — 
year. These reports give a broad summary of the results of operations for the financial 
year in comparison with previous years, and make comments and offer suggestions 
regarding weaknesses in internal control and other matters noted during the course of 
the audit. Where matters dealt with in these reports were considered to be of interest to 
the House of Commons, references are made in the relevant sections of this Report. 


Findings of Royal Commission on Government Organization 


7. In my Report to the House last year I outlined my concept of the responsibilities 
of the Auditor General to Parliament with regard to the findings of this Royal Commis- 
sion. In its Fourth Report 1964 (see Appendix 1, item 5) the Public Accounts Committee 
expressed the opinion that this concept of the responsibilities of the Auditor General is in 
accord with the intent and wishes of Parliament. 

During the past year considerable research and planning has been in progress under 
the direction of the Secretary of the Treasury Board aimed at determining the extent to 
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which the recommendations of the Royal Commission can be implemented, which if 
carried out effectively could eliminate many of the outdated procedures, uneconomical 
operations and wasteful practices which are of concern. 

The present state of these studies has led me to the conclusion that I should defer 
reporting to the House on the action taken on the findings in question until the Executive 
has made its final decisions on the basic or major recommendations, particularly in the 
area of financial management. Only then can a proper assessment be made as to whether 
or not the practices and procedures in question are to be effectively eliminated. 


Form and Content of the Estimates 


_ 8. The importance of the Estimates of proposed spending being prepared and 
presented to the House of Commons in the simplest and clearest manner possible is a 
matter I have stressed at length in my Reports to the House since 1960. Each year I have 
‘urnished examples of improvements I believed should be made so as to provide more 
neaningful information. 

| In my Report last year I referred to a study of this subject being made at that time 
oy the Public Accounts Committee. The Committee duly reported to the House at length 
om this study in its Third Report 1963 on December 19, 1963. It has since given further 
attention to this important matter and reported further to the House thereon in its 
fourth Report 1964 on July 28, 1964. The recommendations and observations of the 
Sommittee at that time will be found in Appendix 1, item 6. 


| 
Form and Content of the Public Accounts 


_ 9. In my Report last year I recommended that further consideration should be given 
0 summarizing or otherwise reducing the number of detailed listings presently included 
n the Public Accounts. I also pointed out that additional important information 
hould be disclosed in the Public Accounts, and by way of examples suggested a more 
nformative disclosure of accounts receivable due to the Crown and the inclusion of 
inancial statements of departmental operating activities. 

The Public Accounts Committee has requested its Sub-Committee on the Form and 
Yontent of the Public Accounts to consider these recommendations and suggestions and 
‘0 report thereon to the main Committee. It is expected that the Committee will report 
o the House on this subject shortly. 


vegal Adviser to the Auditor General 


. ° 
10. It has been the practice for many years for the Auditor General to obtain 


vhatever legal opinions he required from the Deputy Minister of Justice. However, on 
May 4, 1964 the Deputy Minister of Justice informed me that while he was quite willing 
0 advise me on matters pertaining to the operation of my Office which do not affect or 
elate to any departments of the government, he felt that his primary responsibility is to 
 -95480—23 


6 AUDITOR GENERAL’S REPORT 


advise the government and government departments, and that he should not advise me 
with respect to transactions entered into by any government department except at the 
request of that department or at the instance of the government. He felt that to advise me 
directly with regard to such matters would mean that he would inevitably become involved 
in a conflict of duty. 

On July 14, 1964 the Deputy Minister of Justice appeared before the Public Accounts 
Committee and explained how he had come to the conclusion that because the Minister 
of Justice is by statute and constitutional practice the official legal adviser to the Crown 
and the departments of government, he should not assume the official role of legal 
adviser to the Auditor General, as he and his predecessors had done. In its Sixth Report 
1964 presented to the House on October 20, 1964, the Public Accounts Committee 
expressed the opinion that it is fundamental that the Auditor General should have 
recourse to legal advice in the form of written opinions independent of the Crown and 
executive branch of government. The Committee suggested to the Auditor General that 
appropriate arrangements be made. 

In view of the fact that there appeared to be no direct authority contained in the 
Financial Administration Act empowering the Auditor General to employ legal services, 
the Minister of Finance agreed with my suggestion that I be given the necessary authority 
by the Governor in Council to engage outside solicitors for the purpose of furnishing 
me with written legal opinions to the extent I require them, and Order in Council 
P.C. 1964-9/1747 was issued on November 13, 1964 to provide this authority with effect 
from November 1, 1964. 

Following issuance of this authority, I have made appropriate arrangements with 
two firms of solicitors. 


Office of the Auditor General 


11. The circumstances surrounding the staff shortage referred to in my Reports to 
the House for 1962 and 1963 have been considered by the Public Accounts Committee 
during the past year. The Committee was disturbed to find that the actual working 
strength of the Office had only increased from 159 to 161 in the period November 30, 196 
to April 30, 1964 with the result that the Office remained 18 auditors short of the total 
approved establishment of 179 originally agreed to with the Minister of Finance and th 
Treasury Board in July 1960, or over four years ago. 

A detailed assessment has been made of the staff it is estimated will be require 
effective with the 1965-66 fiscal year, having regard not only to the importance o 
enlarging the scope of the audit work, but also taking into account the increased size of th 
government organization since July 1960 in terms of additional departments, Crow 
corporations and agencies. This assessment placed staff establishment needs for 1965-6 
at a figure of 220 employees which, in my opinion, is the minimum strength necessary t 
carry out a basic external audit program within the framework of the existing governmen 
organization. In order to enable recruitment to be proceeded with as soon as possible, th 
Treasury Board has approved this figure with effect from October 1, 1964. | 
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The recommendations and observations made by the Public Accounts Committee on 
this subject are contained in its Fourth Report 1964 presented to the House on July 28, 
1964. It will be noted by reference to this in Appendix 1, item 16, that the Committee 
recorded its belief that as an officer of Parliament the Auditor General should be free to 
ecruit the staff he needs in the same independent manner as do other officers of Parliament 


and the Crown corporations generally. It also noted that amendments to the Financial 


Administration Act are to be introduced in due course and stated that it believes 
appropriate amendments should be considered at that time designed to allow the 
Auditor General to appoint such officers and employees as are necessary for the proper 
conduct of his Office. 


Summary of Expenditure and Revenue 


12. The Statement of Expenditure and Revenue for the fiscal year ended March 31, 


| 1964, prepared by the Department of Finance for inclusion 1 in the Public Accounts and 


million for the year. By comparison, there were deficits of $692 million in the preceding 
year and $791 million in 1961-62. 


Expenditure 


| 13. The Summary of Appropriations, Expenditures and Unexpended Balances by 
Departments for the fiscal year ended March 31, 1964, as published in the Public 
Accounts, is reproduced as Exhibit 3 to this Report and shows appropriations of $7,101 
million, expenditures of $6,872 million and unexpended balances of $229 million. 


14. Of the $7,101 million of appropriations available for expenditure in the year, 
$2,805 million was provided by continuing statutory authorities and $4,269 million was 
granted by Appropriation Acts (Nos. 1, 2, 3, 4 and 5 of 1963 and Nos. 2, 3 and 4 of 1964) 
while $27 million remained available from a continuing 1962-63 appropriation (Depart- 
ment of Labour Vote 32a). 

| Of the $6,872 million of expenditure during the year, $2,805 million (41%) was 
neurred under the continuing statutory authorities, with $4,067 million (59%) being 
spent under the authority of the appropriations granted for the year. 

{ Of the $229 million of unexpended balances at the end of the year, $174 million 
lapsed in compliance with section 35 of the Financial Administration Act and $55 million 
of Department of Labour Votes 32d and 34d remained available for expenditure in 
964-65 because of the special wording of the appropriations which read as follows: 


“Vote 32d—Payments in accordance with terms and conditions approved by the 
Governor in Council to Provinces and in respect of Indian Bands under the Municipal 
Winter Works Incentive Program during the 1963-64 and 1964-65 fiscal years of amounts 
| not exceeding fifty per cent of the cost of labour incurred in the period from November Ist, 
| 1963 to such day in the fiscal year 1964-65 as may be determined by the Governor in 
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Council, and in the case of projects in designated development areas and as authorized b 
the Minister of Labour in areas of heavy winter unemployment 60 per cent of such cost; 
and to authorize payments in those fiscal years to Provinces in respect of previous Municipa 
Winter Works Incentive Programs in accordance with terms and conditions approved by th 


Governor in Council—$35,000,000.” 


“Vote 34d—Payments in accordance with terms and conditions approved by th 
Governor in Council under the Winter House Building Program during the fiscal year 
1963-64 and 1964-65 of $500 per dwelling unit substantially built during the period Decem- 
ber Ist, 1963 to March 31st, 1964—$20,000,000.” 


15. The lapsed balances of $174 million represented 4.1% of the $4,269 million o 
appropriations under Appropriation Acts. This compares with lapsed balances at th 
close of the preceding year representing 2.3% of the amounts appropriated in that ye 
under interim supply Appropriation Acts and by Governor General’s special warrant 
and 6.1% of the appropriations in 1961-62. In the following cases, the lapsed balances 
represented more than 10% of the appropriations under Appropriation Acts: 


Lapsed balances 


Appropriations Amount Jo 
Atlantice Developmentig boards weer tie aeetaese ane eee er $ 352,000 $ 156,000 44 
Emergency, Measures, Organizations 12. oe) saan ore ne 10,129,000 3,187,000 31 
ndustrya) cv. esac concerns oe bee ee ootarh ee oe CL eee 1,363,000 679,000 50 
JUIStICRS Aa Wc toca eye ets oer ican meee eee TR et a Tol ce a teen ee 38,099,000 4,880,000 ils? 
Northern Affairs and National Resources .................... 82,278,000 9,269,000 11 
Privy Coun cil Reverses soe ios ev Ce ee ee ee 3,229,000 346,000 11 
Secretary ok Stabeusves ae sxceers, «eet aia wera creer See 8,656,000 1,105,000 13 


16. The following table summarizes the expenditure, by departments, for the fiscal 
year 1963-64, in comparison with the corresponding amounts for the two previous years: 


Department 1961-62 1962-63 1963-64 
RTICUIRE «Ja amen ROT calc ee ee $ 219,752,000 $ 183,427,000 $ 225,681,000 
Canadian Broadcasting Corporation ...... 78,161,000 80,816,000 87,576,000 
Citizenship and Immigration ............ 65,016,000 66,115,000 71,545,000 
Ether Adare 3c vein Meese aes ee 95,571,000 85,197,000 97,023,000 
dU helshevsrsyemryewnnne, emis hanes Pant eens 5 tie a Rear 1,511,953,000 1,354,780,000 1,406,435,000 
WiaDOUT — tas si oesenenes Re Se eveyela pretreat: 168,885,000 348,292,000 280,384,000 
Mines and Technical Surveys ............ 67,599,000 71,130,000 67,759,000 
Natiovial Defence viadt ue Obeid donee, 1,626,104,000 1,571,044,000 1,683,471,000 
National Health and Welfare .............. 1,039,311,000 1,122 448,000 1,203,855,000 
Wiavonal, ROvenMe, occa dca vein etme 75,330,000 78,725,000 82,996,000 
Northern Affairs and National Resources . 78,369,000 86,377,000 77,334,000 
Posts Oiiee vy fi. Seobrt ee ras tre ey Rae ote 185,003,000 189,344,000 206,895,000 
Pees Wor lis (ci Pedhtay orem Behe Acdece sigh 183,015,000 162,730,000 167,001,000 
Royal Canadian Mounted Police .......... 60,497,000 65,424,000 66,899,000 
mracemande © ommercemn. acacia eee 91,866,000 65,768,000 73,584,000 
PE PADS NOL ess, ek testes ae eee ee 410,391,000 416,019,000 423,258,000 
MERETERG ASIAING kad ui ts CNet 5 ele 333,223,000 335,602,000 333,740,000 
uRoY Scherer hry C066, wih, ce et toe eres aie doe 230,600,000 287,104,000 316,965,000 


$ 6,520,646,000 


$ 6,570,342,000 


$ 6,872,401,000 
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Comments are made in the following paragraphs regarding the significant increases 
or decreases in individual appropriations or groups of appropriations which mainly 
accounted for the variation between the departmental expenditure totals listed above for 
1962-63 and 1963-64. 


17. Agriculture. The increase of $42 million or 23% in expenditure by this Depart- 
ment in 1963-64 in comparison with the preceding year was more than accounted for by 
_ the increase of $50 million—from $72 million to $122 million—in the amount appropriated 
| for the net operating loss of the Agricultural Stabilization Board, which was mainly due 
to a revaluation of the inventories of commodities held at March 31, 1964 (see paragraph 
163 of this Report). Other significant variations in the year were decreases of $6 million 
in the deficit of the Prairie Farm Emergency Fund and $4 million in outlays on rehabilita- 
| tion and reclamation projects. 


18. Canadian Broadcasting Corporation. The appropriations providing for the 
operating and capital grants to this Corporation were charged $88 million during the 
year, an increase of $7 million or 8% over 1962-63. The increase was mainly due to the 
higher net operating requirements of the radio and television services which amounted 
to $78 million in 1963-64, an increase of approximately $6 million over the preceding 


year. 


| 


| 19. Citizenship and Immigration. The increase of $5 million or 8% in expenditure by 
| this Department in 1963-64 compared with the preceding year was mainly due to 
increased expenditure by the Indian Affairs Branch on welfare, $1.1 million (10%); 
| economic development, $1 million (42%); and education $2 million (10%). 

| 20. External Affairs. Expenditure by this Department increased by $12 million 
| or 14% in the year under review due mainly to an increase of $5 million (34%) in the 


| cost of memberships in, and contributions to, international organizations and an increase 
| of $4 million (85%) in assistance to other countries. 


{ 

| 21. Finance. The 1963-64 expenditure of $1,406 million by this Department was 
$52 million or 4% greater than the total spent in the preceding year. The most significant 
variations were an increase of $73 million (8%) in interest on the public debt and a 
) decrease of $23 million due to the termination in the preceding year of payments under 
the Federal-Provincial Tax-Sharing Arrangements Act, 1956, c. 29. 


22. Labour. The decrease of $68 million or 19% in expenditure by this Department in 
1963-64 in comparison with the preceding year was more than accounted for by a 
decrease of $71 million (34%) in payments to the provinces to provide financial assistance 


‘for vocational and technical schools and training programs. 
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23. Mines and Technical Surveys. Expenditure by this Department decreased by 
$3.4 million or 5% during the year under review due to a decrease of $4 million (37%) 


in the expenditures of the Marine Sciences Branch. 


24, National Defence. The expenditure of $1,683 million in 1963-64 by this Depart- 
ment was $112 million or 7% more than in the preceding year. The increase was more 
than accounted for by a $76.5 million supplementary contribution by the Government 
to the Canadian Forces Superannuation Account to provide for additional liabilities 
resulting from an increase in the rates of pay of Armed Forces personnel, $29 million 
(11%) higher expenditure for the Royal Canadian Navy, a $5 million (12%) increase 
in outlays of the Defence Research Board, and a $4 million (15%) increase in Mutual Aid 
to NATO countries. 


25. National Health and Welfare. The increase of $81 million or 7% in expenditure © 
by this Department in 1963-64 compared with the preceding year was largely accounted 
for by increases of $56 million (17%) in the Government’s contributions under the 
Hospital Insurance and Diagnostic Services Act, $11 million (11%) in unemployment 
assistance, and $7 million (1.3%) in family allowance payments. 


26. National Revenue. Of the $4.3 million or 5% increase in expenditure recorded ~ 
for this Department in 1963-64, $1.7 million (4%) was in the Customs and Excise 
Division and $2.5 million (7%) in the Taxation Division. The increases were due to 
generally higher administrative costs in both Divisions. 


27. Northern Affairs and National Resources. Expenditure by this Department was _ 
down $9 million or 10% in comparison with 1962-63. The most significant change was in 
expenditure of the Northern Administration Branch where there was no outlay com- 
parable to the $7 million write-off in the preceding year of loans made to the Northern 
Canada Power Commission for the construction and installation of public utilities at 
Inuvik, N.W.T. Expenditure by the National Parks Branch on the construction or 
acquisition of buildings, works, land and equipment decreased by $4 million (24%). 
Contributions to provinces to assist in the development of roads leading to resources 
were $2.2 million (22%) less than in the preceding year whereas contributions to provinces 
to assist in the conservation and control of water resources increased to $7.6 million 
from $3.1 million. 


28. Post Office. The expenditure of this Department increased by almost $18 million 
or 9% in the year under review, due to payment of a retroactive salary increase amount- 
ing to $5 million and to general increases in the cost of operations during the year. 


29. Public Works. Although the expenditure of $167 million by this Department 
in 1963-64 represented an increase of only $4 million or 2.6% over the preceding year, 
there were two substantial changes in individual expenditure classifications. There was 
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an increase of $8 million (25%) in outlays connected with the construction of the Trans- 
Canada Highway and a decrease of $7 million (24%) in expenditure on harbour and 
river works. 


30. Trade and Commerce. Expenditure by this Department increased by $8 million 
or 12% in comparison with 1962-63 due largely to an increase of $4 million (12%) in 
payments to the Canadian Wheat Board with respect to the carrying costs of temporary 
wheat reserves. 


31. Transport. Although the expenditure of $423 million by this Department in 
1963-64 represented an increase of only $7 million or 1.7% over the preceding year, there 
were significant changes in several individual expenditure classifications. There were 
increases of $18 million—from $22 million to $40 million—in capital subsidies for the 
construction of commercial and fishing vessels; $18 million—from $50 million to $68 
million—in interim payments to railways to maintain freight rates at reduced levels; 
$9 million—from $12 million to $21 million—in railway construction subsidies; $6 million 
(11%) in marine services; together with payments to the Canadian National Railways of 
$4 million in respect of the termination of the collection of tolls on the Victoria Bridge, 
Montreal, and $3 million of interest on the cost of constructing the rail diversion on 
the Bridge for which there were no comparable expenditures in the preceding year. 
Largely offsetting these increases were reductions in the deficits of the Canadian National 
Railways and Trans-Canada Air Lines of $6 million (12%) and $4 million (100%) 
respectively, and decreases of $5 million (94%) in payments to the National Harbours 
Board, $16 million (12%) in the expenditure by air services mainly with respect to con- 
‘struction of national airports, and $21 million in outlays under the Freight Rates Reduc- 
tion Act, there being no disbursements under the provisions of this Act in the year 
under review. 


| 32. Veterans Affairs. Expenditure by this Department of $334 million was $2 million 
or 0.6% less than in the preceding year, there being no significant changes in any items 
of expenditure classification. 


33. Other departments. The increase of $30 million or 10% in the amount shown 
for “Other departments” in the table in paragraph 16 was due to a number of significant 
‘changes in the expenditures of the smaller departments. Expenditure by the Department 
of Defence Production was $11 million (34%) higher than in the preceding year due 
largely to an increase, from $8 million to $19 million, in outlays to sustain techno- 
logical capability in Canadian industry. Expenditure by the Department of Forestry 
was up $10 million (31%) mainly in respect of freight assistance and storage costs on 
western feed grains and payments under the Agricultural Rehabilitation and Develop- 
ment Act. There were also increases in expenditure by the National Research Council 
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of $7 million (16%), by Central Mortgage and Housing Corporation, $5 million (56%), 
by the House of Commons, $4 million (697), by the Department of Justice, $4 million 
(11%) and by the Department of Secretary of State, $3 million (58%). The most 
significant decrease was one of $17 million (27%) in Atomic Energy expenditure due to 
there being no charge in the year under review comparable to the write-off in the 
preceding year of the $25 million undepreciated capital cost of the NRU reactor. 


Revenue 


34. The Summary of Revenue by Main Classifications and Departments for the 
fiscal year ended March 31, 1964, prepared by the Department of Finance for inclusion 
in the Public Accounts and certified by the Auditor General, is reproduced as Exhibit 4 
to this Report. The summary shows tax revenues accounting for $5,534 million of the 


total revenue of $6,253 million. 


35. The following table summarizes the revenue, by principal sources, for the past 


three years: 


1961-62 1962-63 1963-64 
Tax revenues: 
Personallincomentax uaan epi eae $ 1,792,656,000 $ 1,744,626,000 $ 1,865,074,000 
Corporationgin conven taxa ee eneeeien 1,202,054,000 1,182,837 ,000 1,258,957,000 
Income tax on dividends, interest, etc., 
POMS AOLOA a cunisce oe wile ee oie ion 112,306,000 129,137,000 124,500,000 
PRICE CERES fe aint crise weet aioe wie hen Ate are 759,678,000 805,971,000 946,055,000 
Othertexcisestaxestes,c teen ect oe oe 262,526,000 260,378,000 273,415,000 
Customsedubics® Au. -eeeneee nee. 534,516,000 644,992,000 581,442,000 
HRCI] CUES 5. curt oe istace  ewis a.oreivied ceates 362,799,000 381,866,000 393,326,000 
IR SERILOR TEU ar acy ny senets reacts oar est tem toaecavo eae 84,579,000 87,143,000 90,671,000 
Other *taxrevenues” 6...055-4il.t.e eee 51,000 27,000 92,000 
§,111,165,000 5,236,977 000 5,533,682 ,000 
Non-tax revenues: 
Return on’ investments ........-.....--- 307,502,000 311,861,000 366,413,000 
Net postal areventio 4c%. os ster tk ade 183,679,000 192,772,000 200,717,000 
Other non-tax revenues ......5....0c00- 127,278,000 137,099,000 152,542,000 
618,459,000 641,732,000 719,672,000 


36. The amounts shown for income taxes and sales tax do not include collectio 
of taxes levied under the Old Age Security Act, R.S., c. 200. These collections, whi¢e 
amounted to $750,110,000 in the year, were credited to the Old Age Security Fund. 


$ 5,729,624,000 


$ 5,878,709,000 


$ 6,253,204,000 
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summary of the transactions relating to this Fund during the year, in comparison with 
the corresponding amounts for the two previous years, is given in paragraph 102. 


37. Excise taxes. The following is a summary of the excise taxes, other than sales 
tax, collected during the year ended March 31, 1964, with comparable amounts for the 
two previous years: 


1961-62 1962-63 1963-64 

Wicarciies V .. eR aloes NS Rae ts 6 Ae oF oe $ 185,176,000  $ 195,313,000  $ 200,211,000 
Manuhactured TODACCOM. ... ....<ee ieee 6 cces esse 19,599,000 19,123,000 23,460,000 
Phonographs,. radios and tubes ...............-. 8,853,000 9,875,000 11,432,000 
mhoilet\articles: and preparations........2....+... 9,397,000 10,142,000 11,126,000 
shelevasion ‘sets andisubes .... 00S. .c.c ess 9,570,000 10,059,000 10,578,000 
Jewellery, clocks, watches, chinaware, etc. ........ 5,577,000 5,793,000 6,353,000 
UCOHVEES. abusive tia IS Meehan are en aa ener 3,350,000 3,727,000 3,814,000 
ROR ME co's o's Mae <5) vic es ADMD Mh «on cg sees 2,775,000 3,372,000 3,267,000 
PIMEEY CXCISE TAXES 25 ¥~ ..550 on oven ene ve tens 3,943,000 3,350,000 3,505,000 
PPE PIT ODUCT ESS Cot eer hs ac os tack one ees sacs cunts 25,270,000 o — 

Reiundsmancdercdnawwacksmr mete csee a. ss ses cle —10,984,000 —376,000 —331,000 


$ 262,526,000 $ 260,378,000 $ 273,415,000 


The excise tax on automobile sales was repealed effective June 21, 1961. The repeal 
of this tax, which was accompanied by remission of the tax on automobiles in the hands 
of dealers, resulted in the large amount of refunds and drawbacks in 1961-62. 


38. Customs duties. The decrease of $64 million in customs duties in 1963-64 in 
comparison with the preceding year was due to the removal by April 1, 1963 of the 
special rates imposed by the Surcharge on Imports Order of June 24, 1962. 


39. Excise duties. A listing of the excise duties collected during the year ended 
| March 31, 1964, in comparison with the corresponding amounts for the two previous 


years, is given in the following table: 


1961-62 1962-63 1963-64 
| (CHER NRAHESS | SEs lg oy coc Orcas AOR Cees ee RIE Caer $ 151,034,000 $ 157,049,000 $ 157,054,000 
| Re SOUTER RICH «Soin ci gcindale oes civ'apa me oie» 114,088,000 122,099,000 129,406,000 
ooo ae ML ee 92,716,000 98,147,000 102,907,000 
DU MCTMCRCISCHCIILICS® cia rtisiete a cre atest ie 01a ale aiielere 9,521,000 9,463,000 8,623,000 
]Rveuwaavels. finvely olga} yy 62 \0l<s)0 bang AM eIcr er G ORICA I IC —4,560,000 —4,892,000 —4 664,000 


$ 362,799,000 $ 381,866,000 $ 393,326,000 
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40. Return on investments. The following is a listing of the revenue from the 
various investments in 1963-64, along with the comparable figures for the two previous 


fiscal years: 


1961-62 1962-63 1963-64 

lsthilie hi OebnOGh eeoneodbooseooodease co madnoGe ¢ $ 107,693,000 $ 96,680,000 $ 116,386,000 
Central Mortgage and Housing Corporation .... 71,754,000 79,925,000 85,525,000 
Hxehangem bund) eAccounith: wryseye cst act ienlrtseie 32,606,000 35,227,000 62,594,000 
Loans to National Governments ............... 30,825,000 29 272,000 26,301,000 
Deposits with chartered banks ...........sse000% 6,394,000 14,395,000 13,702,000 
@anadian Nationale Railways! eesuseae cer oe eer 1,452,000 3,824,000 13,018,000 
IMndan Cadrehiy WOinjnoiwewiewy pqauscaecoscdaeoonsn0e 5,962,000 8,482,000 10,869,000 
Veterans) luandweA Ctm loans! aim ocr ceeetoterelnetersrcters 5,895,000 6,549,000 7,373,000 
Securities’ Investment Account <3.............0- 15,068,000 12,351,000 4,059,000 
Polymers ©onporatlone limithe dl ten ceesecine chreretrek ke 3,000,000 3,000,000 3,500,000 
National Harbours) Board ~....sseeeieee occas 3,943,000 3,631,000 3,475,000 
Canadian Overseas Telecommunication Corpora- 

fT O Tage sie i cveke Arama ESTAS yO PORTA S NGI tee pecs eS 1,516,000 1,971,000 2,586,000 
The St. Lawrence Seaway Authority .............. — a 2,568,000 
Nationals Capital @ommission™ nse see eerie 1,505,000 1,776,000 2,319,000 
Eldorado Mining and Refining Limited ........ 5,000,000 3,000,000 2,000,000 
Northern Canada Power Commission ........... 871,000 1,696,000 1,648,000 
Northern Ontario Pipe Line Crown Corporation 4,310,000 4,087,000 1,583,000 
Others loans and inyvestmentssepe seess ee ose eee 9,708,000 5,995,000 6,907,000 


$ 307,502,000 $ 311,861,000 $ 366,413,000 


41. The amounts shown for revenue from the investment in the Bank of Canada 
represent the annual profits earned by the Bank and surrendered to the Receiver General 
as required by section 28 of the Bank of Canada Act, R.S., ¢. 13. . 

The Central Mortgage and Housing Corporation amount for 1963-64 comprised 
$80,297,000 ($74,337,000 in 1962-63) of interest on advances under section 22 of the 
Central Mortgage and Housing Corporation Act, R.S., c. 46, and $5,228,000 ($5,588,000 
in 1962-63) representing the profit for the Corporation’s financial year ended Decem- 
ber 31, 1963 which was transferred to the Receiver General as required by section 30 
of the Act. é 

The substantial increase of $27 million in earnings of the Exchange Fund Account 


for the calendar year 1963 resulted from increases in investment holdings and investment — 
portfolio changes. 


The reduction of approximately $3 million in interest on loans to National Govern- 
ments is due to principal repayments of $129 million during the previous year. 


3 


The increase of $9,194,000 in interest from the Canadian National Railways is due 
to the payment of a full year’s interest on an amount of $250 million advanced to th 
Canadian National Railways in February and March 1963 under authority of the 
Refunding Act of 1955. 

The decrease of $8,292,000 in revenue from the Securities Investment Account i 


due to there having been no acquisition of securities of Canada for the subsidiary Pur- 
chase Fund during the year. 


AUDITOR GENERAL’S REPORT 15 


The amount of $2,568,000 represents interest on loans made to The St. Lawrence 
Seaway Authority of which $68,000 is interest on temporary loans and $2,500,000 is in 
respect of interest for the year 1961. 

The revenue from the investment in the Northern Ontario Pipe Line Crown 
Corporation, representing interest on loans made to the Corporation by the Government 
of Canada, decreased by $2,504,000 by reason of the fact that Trans-Canada Pipe Lines 
Limited exercised its option to purchase the Northern Ontario section on May 29, 
1963, whereupon the Corporation discharged its liability for loans then outstanding. 


42. Net postal revenue. The following table shows the gross postal revenue, less 
disbursements therefrom, and the resulting net postal revenue for the past three fiscal 
years: 


1961-62 1962-63 1963-64 
GROSSMDOStALMreVENUe Manchest atch cone. Santee cee $ 213,518,000 $ 222,300,000 $ 235,808,000 
Disbursements— 
Remuneration of postmasters and staffs at 
certain classes of smaller post offices ...... 25,171,000 25,239,000 29,936,000 
Others disbursements s soem sata tide soci lat. 4,668,000 4 289,000 5,155,000 
29,839,000 29,528,000 35,091,000 
PelePDOSta be POVENUC so s.dereniiie ties Aelestestele alesis 6 $ 183,679,000 $ 192,772,000 $ 200,717,000 


The amounts shown for “Other disbursements” mainly comprise charges on parcels mailed 
in Canada for delivery in foreign countries and transit charges on Canadian mail for- 
warded through foreign countries, together with compensation paid to messengers for 
special delivery of letters and parcels. 

In paragraph 168 of this Report a summary is given of the Post Office transactions 
for the year under review, in comparison with the corresponding figures for the pre- 
ceding fiscal year, together with comments on the recorded excess of expenditure over 
revenue. 


43. Other non-tax revenues. An analysis of the amounts shown in the table in 
paragraph 35 for “Other non-tax revenues” for 1963-64 with comparable figures for 


the two previous fiscal years is given in the following table: 


1961-62 1962-63 1963-64 
SCMVAGeS BANG SCLVIC, CCS machetes ah pions etiel a4 ares $ 42,453,000 $ 46,186,000 $ 51,321,000 
Pe OPeOCA MILONY Sales” A. Sot cotta sok ele ee tie one 25,902,000 26,531,000 28,445,000 
Privileges, licences and permits ............000- 23,271,000 25,008,000 27,172,000 
Refunds of previous years’ expenditure ........ 18,163,000 22,392,000 26,839,000 
SOA OCIS EE Patrons natt a piglets Bigiaid 7,965,000 9,404,000 9,717,000 
etre ANOOUS Fs tone tT -seicge oaths meek be shies 9,524,000 7,578,000 9,048,000 


$ 127,278,000 $ 137,099,000 $ 152,542,000 
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Comments on Expenditure and Revenue Transactions 


44. Reference has already been made to the statutory responsibility of the Auditor 
General. under section 70 of the Financial Administration Act, to call attention to 
specific classes of transactions observed during his examinations and to any other case — 
that he considers should be brought to the notice of the House of Commons. 

Pursuant to this direction, the following matters relating to the expenditure and 
revenue transactions examined during the fiscal year under review are brought to the 


attention of the House in this Report. 


45. Governor General’s special warrants. The dissolution of Parliament on Feb- 
ruary 6, 1963 before full supply for the year 1962-63 had been granted necessitated 
recourse to Governor General’s special warrants in order to provide the necessary funds — 
for the carrying on of government services during the months of February and March © 
1963. These special warrants were reported and commented upon in paragraph 45 of 
my 1963 Report. . 

As the new Parliament did not assemble until May 16, 1963, Governor General’s © 
special warrants were required during the months of April and May as follows: : 


one for $260,979,774 on April 1, 1963 which provided the funds which it was estimated — 
would be required during the month of April 1963; and 


<a 


(a 


ay 


one for $354,416,247 on May 2, 1963 which provided the funds which it was estimated 
would be required during the month of May 1963 or until Parliament was able ‘ol 
appropriate interim supply. i‘ 


(b 


— 


: 
These two warrants were based on, and were approximately one-sixth of, the Main — 


Estimates for 1963-64 and the amounts were subsequently included in the amounts 
authorized by Appropriation Act No. 1, 1963, e. 1. 

The special warrants issued in the fiscal year ended March 31, 1963 had included a — 
number of items which did not meet the test of being “urgently required for the publie © 
good”, as required by section 28 of the Financial Administration Act. After considering — 
this matter in its examination of the 1963 Report, the Public Accounts Committee in its 
Fourth Report 1964 recommended that a study be made of Governor General’s special 
warrants (see Appendix 1, item 8). 

The two warrants issued during the year under review each included three items 
which did not meet the test of being “urgently required for the public good”. These are: 


(1) An item “to supplement other votes, subject to the approval of the Treasury Board, 
for the payment of salaries, wages and other paylist charges”. Obviously the payment 
of the amounts was not urgently required when the special warrants were issued and 
the Governor in Council in effect delegated to the Treasury Board his authority under 


section 28 of the Financial Administration Act although there is no provision for such 
delegation. . 
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(2) An item “miscellaneous minor or unforeseen expenses, subject to the approval of the 
Treasury Board, and awards under the Public Servants Inventions Act”. Asin (1) above, 
these items were not urgently required when the special warrants were issued and 
represented an unauthorized delegation of authority to the Treasury Board. 


(3) Amounts totalling $123,900 to cover the administrative expenses of the National Gallery 
of Canada without taking into consideration approximately $53,000 available for this 
purpose in the Gallery’s special operating account. 


We have been advised by the Secretary of the Treasury Board that, in accordance 
with the recommendation of the Public Accounts Committee, a study is currently being 
made of the financing problems which result when Parliament has been unable to make 
provision for the carrying on of governmental services between sessions. 


46. Prairie Farm Emergency Fund. The deficit in the operations of this Fund during 
the year was $1,073,000, compared with deficits of $7,295,000 and $47,733,000 in the two 
preceding fiscal years. 

The Fund operates as a special account within the Consolidated Revenue Fund to 
record transactions under the Prairie Farm Assistance Act, R.S., c. 213. Under the Act, 
a levy of 1% is imposed on the purchase price of grain purchased by licensees under the 
Janada Grain Act, and the moneys collected, which totalled $9,141,000 during the past 
year, were credited to the account. Awards are made to eligible farmers in areas affected 
dy crop failure in the provinces of Manitoba, Saskatchewan and Alberta and the Peace 
River District of British Columbia. During the year awards amounted to $10,214,000 and 
he $1,073,000 by which these exceeded the revenue from the 1% levy was charged to 
Jepartment of Agriculture Vote 175e. 

On December 13, 1963 the parliamentary Committee on Privileges and Elections 
ecommended the appointment of a Commission to inquire into payments made under the 
rairie Farm Assistance Act relative to the 1962 crop year. Accordingly, a Commission of 
nquiry was established by Order in Council P.C. 1963-1896 of December 21, 1963 and 
eported its findings on June 10, 1964. 

The Public Accounts Committee at its meeting on June 4, 1964 was informed of the 
mited audit performed by the Audit Office of the expenditures of the Fund in recent 
ears and was assured that, with an improvement in the staff situation, an annual 
xamination would be undertaken in future. Accordingly, a test examination of the 
ccounts was made for the year ended March 31, 1964. In our opinion the following 
1atters which have financial consequences arising from the application of the provisions 
f the Act require serious consideration. 

A Board of Review is established by the Act to examine all information and data 
garding the average yield of wheat in any township and to determine the eligibility of 
hy area for an award. The Board is also required to decide questions concerning the 
ligibility of any farmer or class of farmers for awards under the Act. No minutes are 

aintained by the Board recording its policies and reasons for certain of its decisions with 
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respect to applications for awards and other relevant matters. As a result, difficulty was 
experienced in the verification of the eligibility of townships and farmers for awards 
under the Act. 

Inspections are made of areas suffering a crop failure and it is the duty of the 
inspectors to obtain information from farmers concerned and to determine the actual 
yield on each parcel of land. The information is recorded on a “Cultivated Acreage 
Report”, which is required to be signed by the farmer and by the inspector. These reports 
form the basis of the awards and, if the inspectors fail to carry out their duties properly 
or if there is collusion, it would be difficult, if not impossible, for irregular payments to be 
detected. The Audit Office is therefore in agreement with the recommendations of the 
Commission of Inquiry that greater care be taken in investigating and checking the 
accuracy of reports, that consideration be given to placing the permanent staff of the 
Prairie Farm Assistance Administration under the Civil Service of Canada, and that spot 
checks be made throughout municipalities by investigators from P.F.A.A. headquarters. 


Our examination revealed that one township had been eligible for an award in 
23 out of the 25 crop years between 1939, when the program of crop failure assistance 
was inaugurated, and 1963. Thirty surrounding townships were eligible on an average 
of 20 out of the 25 crop years. Therefore we also concur in the recommendation of the 
Commission of Inquiry that consideration be given to the elimination from eligibility for 
payment of awards of marginal land on which crop failures continuously occur from 
year to year and which apparently only remain in production by reason of the benefits 
available under the P.F.A.A. program. 

Section 6(a) of the Act provides that a section of land or blocks of sections, having a 
side along the boundary of an eligible township, may be eligible for assistance as long as 
the average yield of wheat within such area is eight bushels or less per acre. For 1962 a 
policy was introduced whereby a section or a block of sections need touch eligible town- 
ships only corner-to-corner. While it is difficult to estimate the total amount paid in 
respect of areas receiving awards due to this policy in 1962, a test involving only a small 
number of townships revealed payments of approximately $10,000. The policy was not 
continued in 1963. 

In the 1963-64 crop year there were 288 townships eligible for assistance in the 
Alberta Division on the basis of the predominant crop being a coarse grain. In field 
inspections, great emphasis is placed on measurement of wheat storage facilities in order 
to verify the quantity of wheat on hand and the current year’s wheat production. We 
were, however, informed that, as a general rule, the stocks of coarse grain on hand were 
not measured nor were the sales of coarse grain to date of inspection established by 
reference to Wheat Board permit books. One of the reasons advanced for this course of 
action was that in many cases considerable quantities of coarse grain had been used as 
feed so that it was not possible for an inspector to verify the yield with any degree of 
accuracy. j 

Extensive areas of southern Alberta are irrigated and many farmers grow wheat on 
both irrigated and non-irrigated portions of their farms. In accordance with the Act, th , 
irrigated areas are excluded for purposes of determination of average yields if the yield 
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of the irrigated portions exceeds 12 bushels per acre. In reviewing the Cultivated Acreage 
Reports, it was observed that often little or no yield was reported on large acreages of 
non-irrigated land so that the relative township or townships became eligible for awards. 
It is not possible to verify information supplied by farmers with respect to the yield of 
wheat on the non-irrigated portion of those farms where crops from both irrigated and 
non-irrigated areas are stored in the same bins. A similar situation prevails where farmers 
operate farms situated in two or more townships. 

Section 7 of the Act requires every award under the Act to be paid in the month 
of December. In northern areas of Manitoba, Saskatchewan and Alberta and the Peace 
River District of British Columbia, harvesting is seldom completed before mid-October 
and sometimes November. As a consequence, it is difficult for inspectors to complete 
Cultivated Acreage Reports within the time available. Since the information compiled 
from these reports must be examined by the Board of Review before eligibility is 
determined and cheques processed, only a portion of the awards can be paid during 
December. It was observed that most of the awards are usually paid during the months of 
January and February and the balance in the following three months. It being impossible 

to comply with this section of the Act, consideration should be given to its repeal. 


| 47. Misapplication of public funds at Indian Agency. In 1963 the Department of 
Citizenship and Immigration discovered sizeable misapplications of public funds at one 
of the Indian Agencies. Investigations established that during the period June 1, 1960 to 
December 31, 1962 an estimated $70,000 was diverted by the superintendent of the Agency 
from welfare assistance to Indians in the form of cash relief, fuel wood and a community 
| employment program to projects and activities not authorized by the Department. In 
addition, approved limits of expenditure on various authorized activities were deliberately 
exceeded. 
The superintendent did not always agree with the Department’s decisions relating to 
expenditures for the benefit of Indians and he disregarded departmental regulations and 
directions and financed unauthorized activities by diverting funds from authorized 
programs. He and his assistant admitted they had forged endorsements on cheques in 
| order to use them, but they maintained that all expenditures were for the benefit of the 
Indians and denied that they had converted any funds to their personal use. In the 
absence of proof that funds were used by the superintendent or his assistant personally, 
_the Department was unable to establish that any amount was owing to the Crown. 
The superintendent was suspended from duty on May 15, 1963 and the assistant 
“superintendent on September 1, 1963. It is understood that legal action is to be taken 
under section 92 (d) of the Financial Administration Act and under section 311 of the 
Criminal Code of Canada. 
| 48. Payment for loss of salary pending appointment to a position in the civil service. 
It is provided in section 71 (3) of the Civil Service Act that a person who, for at least 
three years, has held the position of Executive Assistant to a Minister or the position of 
| Private Secretary to a Minister, is entitled to be appointed to a position in the civil 
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service for which the person is qualified, not being lower than the position of head clerk. 
The Act is silent as to the person’s entitlement if no position is available. : 

A case was noted where the former private secretary of an ex-Minister became avail- 
able for such a position on July 1, 1963 but the Civil Service Commission was unable to 
provide employment until February 20, 1964. The Civil Service Commission requested 
Treasury Board to recommend an ex gratia payment in the amount of one-half of the 
salary the former private secretary would have received had she been employed from 
July 1st until the resumption of her employment in the public service at the maximum 
rate of head clerk. Payment on an ex gratia basis was authorized by Order in Council 
P.C. 1963-8/1730 of November 28, 1963 and the expenditure of $1,979 was charged to 
Civil Service Commission Vote 1, 1963-64. 


In order to provide for the benefits pursuant to continuity of employment, the Civil 
Service Commission drafted a regulation under section 68 of the Civil Service Act 
covering the period July 1, 1963 to February 19, 1964 during which the former secretary 


was out of employment. This regulation was approved by Order in Council P.C. 1964-6/490 
of April 10, 1964. 


49. Defalcation by locally-engaged employee in Canberra, Australia. A defaleation by 
a locally-engaged accountant employed by the Canadian Mission in Canberra, Australia, 
first came to light in January 1963 when a supplier requested from the High Commissioner 
payment of a long outstanding account for gasoline. Investigation by officers of the 
Mission and by a local auditor engaged for the purpose, together with a confession by the 
employee involved, disclosed not only misappropriation of payments made to the employee 
for gasoline purchased by Canadian personnel, but also other defalcations involving many 
aspects of the accounting activities, both as regards revenues and expenditures. | 

The Chief Treasury Officer in the Department of External Affairs was dispatched to 
Canberra to complete the investigation and he reported a total defaleation of $13,589 
over a period of four years. As well as misappropriating payments for gasoline amounting 
to $1.533, the employee had stolen $9,636 received from prospective immigrants to cover 
costs of air mailing documents to Canada for examination, $888 representing income tax 
deducted from salaries of local employees, and $1,532 by means of various other frauds. 
Of the total of $13,589 reported stolen, $7,053 was recovered from the employee and 
$6,536 is to be charged to the Public Officers Guarantee Account. The direct cost of 


investigating this defalcation was approximately $6,000 to which might be added indirect 
costs of $6,000. ; 
Our review of the various reports received by the Department dealing with the 


circumstances of this defalcation shows that it went undetected so long largely because of 
inadequate supervision of the accountant’s work in the Mission coupled with a lack of 
attention by Mission officers to queries from Ottawa on its accounts and to routine financial 
matters. Weaknesses in the departmental system of internal financial control and neglect 


in Ottawa to follow up observations raised by Treasury officers were also contributing 
factors. 
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The Department dispatches inspection teams periodically to embassies and missions. 
The last visit to this Mission was in October 1961 when it was reported that there 
appeared to be no major problems regarding financial administration. At that time the 
Mission accountant advised the inspection team that departmental and Treasury 
observations on his monthly accounts were few whereas in fact they were numerous and 
serious. 

The scope of work of the Audit Office in the past has not embraced surprise audits of 
embassies and missions abroad for the reason that paid cheques, receipted vouchers and 
related supporting material are dispatched to the Department in Ottawa for checking 
and audit. We are discussing this procedure with the officials concerned and are reviewing 
the Department’s system of internal financial control. 


50. Government contributions not made to the Public Service Superannuation 
Account. As was the case in the three previous years, no special credits were made to the 
Public Service Superannuation Account in 1963-64 in respect of salary increases granted 
to civil service classes as the result of cyclical salary reviews, although subsection (2) of 
section 32 of the Public Service Superannuation Act, 1952-53, ce. 47, reads: 


“There shall be credited to the Superannuation Account, as soon as possible following 

the authorization of any salary increase of general application to the Public Service, such 

. amount as, in the opinion of the Minister, is necessary to provide for the increase in the cost 

to Her Majesty in right of Canada of the benefits payable under this Act, as a result of 
such salary increase.” 


We were informed that the reason no such special credits were made to the Account 
as required by section 32 was that the salary increases granted in 1963-64 were not regarded 
as increases “of general application”’. 
On March 6, 1964 the Minister of Finance outlined in the House of Commons a 
general policy for dealing with deficiencies in the various superannuation accounts. The 
Minister stated that the deficiencies existing prior to the commencement of the 1963-64 
“fiscal year would be written off to net debt, deficiencies created by general pay increases 
made in that year which the law requires to be charged to that year’s expenditure would 
be so charged, and that deficiencies arising from pay increases during the year which 
! were not general in scope would be charged to expenditures over a five-year period com- 


-mencing in 1964-65. The Minister further stated that in future the deficiencies arising 


from pay increases, whether of a general or cyclical character or otherwise, would be 


charged against expenditures over a five-year period commencing in the year in which 


the increases are authorized. 

When announcing the implementation of this policy on November 12, 1964 the 
| Minister stated that authority would be sought from Parliament during the year to write 
loff to net debt a deficiency in the Public Service Superannuation Account as at 


Be mber 31, 1962 of $110,536,000 plus interest and to charge the deficiencies arising 
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from pay increases authorized during the fiscal years 1963-64 and 1964-65 against 
expenditures over a five-year period commencing with 1964-65 (see paragraph 123 of 
this Report). 

It has been calculated by the Department of Insurance that the deficiency in the 7 
Account as at December 31, 1962 plus interest to December 31, 1964 will amount to 
$119,556,000 and that the additional deficiency arising from pay increases authorized in 
1963-64, with interest to December 31, 1964, will amount to $30,506,000. 


51. Errors in Public Service Superannuation Account pension and contribution cal- 
culations. Comments under this heading have appeared in our Reports to the House 
for the past three fiscal years. The Public Accounts Committee in its Fourth Report — 
1963 noted with concern the high incidence of error in the superannuation accounts, and 
in its Sixth Report 1964 (see Appendix 1, item 33) expressed concern that this matter 
is taking so long to be corrected and requested the Auditor General to keep the 
Committee fully informed. 

The responsibility for the operation of the Superannuation Branch was transferred — 
in December 1963 from the general direction of the Secretary of the Treasury Board 
to the Comptroller of the Treasury, the Director of Pensions and Social Insurance of the 
Department of Finance retaining responsibility for dealing with cases requiring legal 
opinions and decisions regarding superannuation policy. 


On assuming this responsibility, the Comptroller of the Treasury appointed a task — 
force to study the organizational structure of the Branch and review its existing system 
and procedures in depth to determine what steps should be taken toward eliminating 
the errors occurring in the pension and contribution calculations. He advises that 
following receipt of the task force’s report, a series of staff meetings were held to discuss 
its recommendations and that a number of significant measures designed to remedy this 
situation have been or are in the course of being introduced. 

There has been some reduction in the number of errors we have had to bring to 
the attention of the officers of the Branch during the past year. However, in ou 
opinion, the incidence of error continues to be higher than it should be in an admin- 
istrative operation of this type. 7 

A reference was made in paragraph 58 of last year’s Report to the lack of verification — 
of the correctness of contributions remitted to the Central Pay Division in respect of 


employees of Crown corporations. We have been advised that action is being taken to 
correct this situation. 


52. Deletion of debt without collection effort. In August 1963 it was discovered that 
pension payments at a rate in excess of the limit fixed by the Public Service Pension 
Adjustment Act were being made to a pensioner. The resulting debt was deleted from 
the accounts by Executive order made pursuant to section 23 (1) of the Financial 
Administration Act. 

Although the amount involved was small, the action was taken without the pensione’ 
being informed of the overpayment or any effort being made to recover the debt. In the 
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interest of effective internal financial control, we believe that in no case should a debt 
due to the Crown be recommended for deletion unless every effort has been made to 
collect. 


53. Subsidization of Fishermen’s Indemnity Plan. During the year under review 
$197,000 was appropriated to meet the 1963-64 deficits arising in connection with the 
operations of the Fishermen’s Indemnity Plan, of which $29,000 was required by the 
‘Lobster Trap Indemnity Account and $168,000 by the Fishing Vessel Indemnity 
Account. 
| The Plan, which was introduced in 1953-54 and is intended to be self-supporting 
except for its administrative costs, provides insurance to assist small-scale fishermen 
in meeting losses incurred in respect of lobster traps and fishing vessels. In the case 
of the lobster traps, premiums are assessed on the basis of the value category into which 
the established average appraised value per trap falls, or at a lower prescribed premium 
rate at the option of the fisherman. Indemnity is limited to those traps which cannot 
be recovered, or have been damaged beyond repair, in excess of percentages of the 
total number of traps on which a premium has been paid—depending on the fishing 
districts involved—with the indemnity per trap being substantially less than the 
established appraised value per trap used for the determination of premium. For a 
fishing vessel, the premium basis is one per cent of the appraised value of the vessel, 
to a maximum of $12,500, and indemnity is regulated by formulae covering total or 
partial loss and whether the vessel is operated on the eastern or western seaboards. 
The legislation provides that the Accounts may be charged with indemnity pay- 
ments and credited with premium income with the debit balance not to exceed $150,000 
at any time in accordance with regulations of the Governor in Council. Administrative 
expenses amounting to $2,251,000 since the inception of the Plan to March 31, 1964 
have been met through parliamentary appropriations and are therefore not taken into 
account in determining premium rates. Notwithstanding this, both of the Accounts within 
the Plan have recorded net deficits from their introduction to March 31, 1964. The 
Lobster Trap Indemnity Account has consistently been in a deficit position, the accumu- 
lated deficits having aggregated $662,000. The Fishing Vessel Indemnity Account, 
although producing surpluses during four fiscal years, most recently in 1960-61, showed 


a net deficit of $300,000 to the close of the year under review. 


| We have discussed the circumstances surrounding the financial results of the opera- 


tion of the Plan with officials of the Department of Fisheries. In the case of the 
Lobster Trap Indemnity Account, they have explained that deficits of $94,000 and 
$153,000 in 1961-62 and 1962-63 respectively were due to an increasing concentration 
of policyholders operating in a winter lobster fishing area of Nova Scotia where heavy 
seas are almost a daily occurrence, and the fact that insured fishermen tended to extend 
their operations into the most vulnerable locations, with the result that it had been 
difficult for the Department to provide adequate surveillance. Steps have been taken 
to meet the situation through the adoption of improved administrative procedures 


and by an amendment to the regulations early in 1964, in line with loss experience, to 


| 
| 
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increase the amount deducted for “normal” loss in the calculation of indemnity. With 
respect to the Fishing Vessel Indemnity Account, abnormal weather conditions in most 
of the fishing areas have been reflected by heavy deficits over the past two years 
as compared with a satisfactory experience in prior years. The Department is presently 
engaged in a detailed study to ascertain the extent to which factors other than weather 
may have been operative during this period so as to determine what further changes in 
the regulations are practical or to what extent the premium rates should be revised. 


54. Winter house building program. Department of Labour Vote 34d in the amount of 
$20 million authorized payments, in accordance with terms and conditions approved by 
the Governor in Council under the winter house building program, of $500 per dwelling 
unit substantially built during the period December 1, 1963 to March 31, 1964. 

To establish that a dwelling unit was one on which the incentive could be paid and 
which was substantially built within the period specified in the legislation required that it 
be subject to inspection, first, at or near its initial stage of construction on or after 
December 1, 1963, and finally prior to or about March 31, 1964. These inspections were 
made on behalf of the Department by the Central Mortgage and Housing Corporation. 

On March 26, 1964 the Minister announced in the House of Commons that because 
the success of the program had led to shortages in labour and materials as the substantial 
volume of housing construction reached the final stages, the incentive payment would be 
denied to some builders whose dwellings would otherwise have been substantially 
completed by March 31, and therefore the date of final inspection under this program 
was being extended from March 31 to April 15, 1964. 

The effect of this would seem to be that some dwelling units that were not 
substantially built on or before March 31, 1964 would be regarded as qualifying for an 
incentive bonus and therefore the extension of the time for final inspection required 
the approval of Parliament. 


55. Questionable charge to Vote 70 of the Department of Mines and Technical 
Surveys. During the first three months of 1964 a hydrographic vessel operated by the 
Department of Mines and Technical Surveys assisted the Royal Navy in charting safer 
shipping channels in the Caribbean Sea. The costs of Canada’s operation, which were 
estimated to be $75,000 in excess of what overhead costs would have been if the vessel 
had remained in her normal winter lay-up condition, were charged to the appropriation 
(Vote 70) provided for the administration, operation and maintenance of the Depart- 
ment’s Marine Sciences Branch. 

It is understood that Canada’s participation in this project provided valuable staff 
training for departmental personnel and also an opportunity to return service in kind to 
the Royal Navy which originally charted Canadian coastal waters. 

In our view, however, it is questionable whether such an undertaking falls withi 


the ambit of the Department’s responsibilities as laid down by the Department of Mine 
and Technical Surveys Act, R.S., ¢. 73. | 
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56. National Defence administrative regulations and practices. The Public Accounts 


Committee in its Sixth Report 1964 expressed its pleasure that appropriate changes had 
been or were in the process of being made in each of the Armed Forces administrative 
regulations which had been commented on in our 1963 Report. The Committee requested 
the Auditor General to inform the House of Commons of any case where the changes 
appear to be inadequate or where abuse and waste of public funds develop (see Appendix 
1, item 22). The following paragraphs give brief outlines of the matters which remained 


uncorrected during the year under review and of several similar matters coming to our 
attention during the year. 


1. RELEASE FROM SERVICE THROUGH PURCHASE.—In the 1963 Report (paragraph 64 (2)) it 


was noted that while the Air Force and the Navy required the payment of money for 
“other ranks” to obtain release on request, the Army had not done so since 1950. While 
the Department expected that the practice would be reinstituted with respect to the 
Army, orders giving effect to this have not yet been promulgated. 


- REMOVAL EXPENSES—MOBILE HOMES.—In the 1963 Report (paragraph 64 (3) ) it was 


observed that although new instructions were being issued to deal with the situation, 
it would seem appropriate that the regulations also be amended to include specific 
directions with respect to the movement of mobile homes and their contents. The new 
instructions referred to were issued in the fall of 1963 and the Department decided that 
a year’s experience would be required to assess their effectiveness. Based on experience 
gained in the trial period, new regulations are now being prepared. 


- EXCESSIVE PAYMENTS FOR TRAVEL ON TRANSFER.—Servicemen are permitted by the regula- 


tions to use their personally-owned automobiles to transport themselves and their 
dependents to new places of duty and are entitled to claim mileage allowances to cover 
transportation, meals and accommodation expenses based on direct road mileage at 
various rates, formulated on the basis of a Service member travelling 300 miles per day. 
The regulations also provide reimbursement of the cost of meals and accommodation at 
destination during the period the serviceman is awaiting the arrival of his furniture and 
effects or while arranging permanent accommodation. In the course of audit it was 
noted that Service Orders presently permit the payment of both allowances in cases 
where moves of less than 300 miles are completed in one day. As a result, the entitlement 
for meals and accommodation is in effect duplicated and the cost becomes excessive. 
A restrictive instruction is now under consideration by the Department. 


- UNECONOMICAL MODE OF TRANSPORTATION.—Under present regulations members on duty 


travel may at the discretion of the Commanding Officers use their motor cars for their 
Own convenience. In the audit, instances were observed where two or more members of 
the same unit travelled to the same destination for the same purpose, each member being 
allowed to use his own car and receive the applicable mileage allowance. For example, 
five Army members travelled singly from Calgary, Alberta, to Meaford, Ontario, and 
return, each using his motor car and claiming the mileage allowances provided for by 
the regulations. Had they travelled as a group by rail, a saving of some $400 would 
have been effected. When this matter was brought to the attention of the Department, 
instructions were issued to assist Commanding Officers to determine whether approval 
should be granted servicemen to use personally-owned motor cars for their own 
convenience on duty travel. 
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57. Lease termination payments. The Public Accounts Committee has been recom- 
mending since 1960 that the maximum term for lease termination payments to servicemen 
be reduced from three months’ rent as presently permitted to the equivalent of one 
month’s rent. Following the recommendation contained in its Fifth Report 1961, the 
Department amended the regulations to provide for discretionary powers to be exercised — 
in dealing with individual cases, but it did not go as far as to reduce the maximum period . 
from three months to one month. 

In its Sixth Report 1964 the Public Accounts Committee expressed the opinion that 
the present regulation permitting payment of three months’ rent is too susceptible to 
abuse and results in a waste of public funds. The Committee again recommended that the 
regulations be changed to reduce the maximum period to one month, but as it does not 
wish to see servicemen penalized, it further recommended that there be a proviso that 
payment up to three months may be made in cases of hardship, provided such cases are 
approved by the Deputy Minister (see Appendix 1, item 23). We have been informed 
that the matter is currently under review by the Department. 


58. Educational costs incurred by the Department of National Defence. In the 1963 
Report (paragraph 65) it was noted that audit examinations at selected departmental 
schools in Ontario indicated that there had been unsatisfactory control over the computa-— 


tion of grants receivable from the provincial Department of Education, in some cases 
claims not having been made in respect of outlays eligible for grants. In its Sixth Report 
1964 the Public Accounts Committee requested the Auditor General to follow this matter 
up to determine that amounts of grants underclaimed in the past are recovered and that 
practices adopted by the Department to avoid losses in the future are adequate (see 
Appendix 1, item 26). 

At the close of the fiscal year action was being taken to ensure that applications for 
grants are properly made in future and, following correspondence with the Departme t 
of Education of Ontario with a view to obtaining grants underclaimed in prior years, the 
Department is preparing revised claims for submission to the Province. 


59. Construction of destroyer escort vessels. In 1950 and 1951 the Department of 
Defence Production awarded 13 contracts on a cost plus 5% profit basis to 7 shipyards 
for the construction of destroyer escort vessels for the Royal Canadian Navy, the last of 
which was commissioned in November 1959. 

Part of the construction work involved incorporating into the ships certain com- 
ponents supplied by the Crown. As the actual cost of the components manufactured by 
other contractors had not been determined, a billing price was estimated, but nevertheles 
the shipyards were charged on a firm price basis. The amounts of the billings thus becam 
part of the shipyards’ cost on which the 5% profit was calculated. While the final cost 


for all components were not available at the fiscal year-end, it is estimated that the billin 
prices exceed actual cost by some $1,483,000. 
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| As a consequence, excess profits of some $74,000 have been paid by the Crown on the 
shipyard contracts. We have drawn this to the attention 
have been taken to effect recovery from the contractors. 


of the Department and steps 


| 60. Equipment disposed of in error. In April 1963 a unit of electronic aircraft naviga- 
tional equipment, originally costing more than $9,000 and having an estimated replace- 
ment cost of $15,000, was returned for repairs to an Air Force supply section. Due to an 
error, the equipment, instead of being repaired, was declared as surplus to Crown Assets 
Disposal Corporation and was sold to a customer, together with other surplus materiel, 
at a scrap price of $20. The purchaser in turn sold the equipment for a nominal sum to an 


individual who, being aware of the actual value of the unit, refused to return it and be 
reasonably compensated. 


A Board of Inquiry concluded that faulty procedures respecting the determination as 
to whether materiel should be declared surplus to Crown Assets Disposal Corporation 
contributed to the improper disposal and expressed apprehension that similar instances 
might have occurred. The Department has since revised its procedures. 


| 61. Medical fees improperly retained by a Service medical officer. Contrary to 
Service regulations and orders, an Air Force medical officer retained amo 
Tom the Group Surgical Medical Insurance Plan for medical treatmen 
lependents of Service personnel in a Service hospital. In March 1963 t¢ 
ound guilty of conduct to the prejudice of good order and discipli 
ind fined $200, but no action was then taken to recover the amo 
vy him. 

| In October 1963 the officer was released from the Service at his own request, without 
estitution having been requested from him or made by him. In August 1964 the matter 


vas referred to the Department of Justice which has demanded payment of $4,053 from 
he former officer. 


unts received 
t provided to 
he officer was 
ne and was reprimanded 
unt improperly retained 


| 62. Town of Oromocto, N.B. In 1955 the Governor in Council approved a proposal by 
he Department of National Defence to establish the Town of Oromocto, N.B., adjacent to 
‘amp Gagetown. Subsequently in 1956 the Town was incorporated by an Act of the 
rovince which provided for an administrative board of seven commissioners, four 


ppointed by the federal government and three by the Province. The object in establishing 


1e Town was to provide municipal facilities to serve not only military personnel stationed 


» Camp Gagetown but a civilian population as well, in order to avoid the growth of a 
rely military community. 


| To implement the proposal, the Department turned over to the Town without charge 
hads and services already installed in the housing area together with a fringe area of land. 
his assistance was augmented by capital grants totalling $1,500,000 to enable the Town 
further develop its roads and services for the purpose of attracting private sponsors 


r the various shopping, civic institutional and industrial areas. To complete the physical 
| 
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development of municipal works, the Crown provided capital assistance loans to the Town 
amounting in all to $4,450,000 over the years from 1957 to 1961. 
In the beginning it was expected that the operating expenses of the Town would be 
financed mainly from grants in lieu of taxes on federal property and that this burden 
would shift gradually as civilian interests in the Town developed. The shift has not 
materialized with the result that annual operating grants provided by the Crown continue 
at a high level and it is now expected this condition will exist for many years to come, 
The following table summarizes the capital grants, capital assistance loans and 


operating grants paid to the Town since its inception: : 


Capital i 
Capital assistance Operating ; 
Year grants loans grants A 
1G 56 Why. G8 ee AN ee SRD OEY See ay $ 750,000 A $ 50,000 
LORGISR Leese? Biele. fC 2. aoe Bere ne 750,000 ple 50,000 t 
LOBT-58 Uretish,. Ryko ee eee a $ 1,500,000 350,000 } 
TOBSLRO |), cagapy stem erence ce ee ees As 1,500,000 960,000 t 
ASB OCB. PP otoe, 5 Cet ea. eet ren Sah UR ere nae eer es au 1,000,000 1,656,000 4 
TOOUSG Le rece tc eae et re ee = 450,000 1,600,000 : 
LOOT BE Ne enc OR. ey A ee aR RS = sae 1,529,000 : 
TOREIGS he Decleor aaueoes Mee ie Conte) ane me ete ey = 1,489,000 } : 
Le 7 Fie tind bas baat ae bes ice eke x. MB ty eli: = a= 1,800,000 : 


$ 1,500,000 $ 4,450,000 $ 9,484,000 


Repayments of the above capital assistance loans have totalled $735,000 to March 31, 1964 | 
while interest amounting to $1,110,000 has been received to the same date. Funds f q 
these payments have been provided out of the annual operating grants provided by the » 
Department of National Defence. ! 
The Town’s operating costs for the calendar year 1963 amounted to $2,030,000 while | 
its revenues totalled only $209,000. The Department of National Defence owns 1,900 
housing units representing about 90% of the value of all property in the Town. 
A substantial part (over 50%) of the annual operating costs relates to expendit re 
for the operation of seven schools attended by dependents of servicemen occupying | 
married quarters in the Town. The cost of operating the schools has been a matter of | 
concern to the Department and Treasury Board for some time. A study of this matter by | 
Treasury Board staff disclosed that the cost per pupil for 1962 in the Fredericton, N. 7 } 
school system was $205 compared with $304 per pupil at Oromocto. The Treasury Board — 


has requested the Department to advise it as to the action proposed to reduce the excessiv¥ 
education costs. 


The capital assistance loans referred to above have from year to year been classifie 
as assets in the Statement of Assets and Liabilities (Exhibit 2). In both the 1959 an 
the 1962 Reports the Audit Office suggested that in view of the very small amount | 
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it seemed 
set item for purposes of the 


revenue accruing to the Town (currently and in the foreseeable future) 
unrealistic to continue to treat the loans to the Town as an as 
Statement of Assets and Liabilities. The Public Accounts Committee, after reviewing 
this matter, recommended in its Sixth Report 1964 that the Department of Finance give 
sonsideration to writing off these loans to expense (see Appendix 1, item 25). 


| 
| 


63. Military assistance to the United Nations and Indo-China Truce Commissions. 
Janadian defence forces are presently engaged in peace-keeping operations for the United 
Nations in five countries. In this connection, the Department of National Defence has 
ibsorbed the initial cost of transporting equipment and personnel to the Middle East 
ind the Congo, travel and removal expenses in Canada, normal pay and allowances, 
lothing and personal equipment, ete., which at March 31, 1964 totalled approximately 
'39 million. In turn, the United Nations accepted the responsibility of reimbursing 
Janada for foreign and special allowances of serving personnel, abnormal depreciation of 
quipment supplied by Canada and used by Canadian forces, the cost of operating special 
ur Force flights at the request of the United Nations, and items such as vehicles, 
rdnance stores, and medical supplies specifically ordered from Canada for the use of the 


Inited Nations forces. Total recoverable expenditures over the years have amounted to 


23 million, of which $2,700,000 was outstanding at the fiscal year-end. 

Canada also has military personnel serving with the Indo-China Truce Commissions 
1 Vietnam and Laos. Expenditures relating to these operations are on a cost-sharing 
asis and by March 31, 1964 amounted to some $10,200,000, of which $8 million was 
osorbed by Canada and $2,200,000 classed as recoverable. Outstanding recoverable 


xpenditures at the fiscal year-end amounted to $415,000. 
| 


64. Pension awards effective at early age. In our 1963 Report (paragraph 68) 
\ference was made to the number of servicemen being retired at an early age with 
iamediate annuities. It was stated that in such cases the amount of the annuities is not 
irge due to the short periods of service, but the potential cost is substantial because of the 
‘atively longer expectancy of life. The Department of National Defence had been 


insidering the advisability of introducing deferred pensions similar to those available 


civilian employees. 
| The Public Accounts Committee gave consideration to this problem and in its Sixth 
sport 1964 requested that it be kept informed as to the progress being made (see 
pendix 1, item 28), 


| No change in this respect has yet been made in the Canadian Forces Superannuation 


Mt and we noted that during the year under review 286 immediate annuities, aggregating 
42,000, were awarded by the Service Pension Board to retiring Service personnel ranging 
: age from 27 to 40 years. About 577 of these retirements were based on medical 
dunds, and in the majority of the other cases the normal pension based on years of 


"vice was reduced up to 30% because of the early age of retirement. 
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In our 1963 Report (paragraph 69) 
very possible consideration is given 
times questionable whether 


30 


65. Discretionary awards of Service pensions. 
it was noted that in determining pension awards, e 


to the welfare of the individual serviceman, and it 1s some 
a reasonable balance is struck between fairness to servicemen on the one hand arth 


economy of public funds on the other. | 

In the year under review similar cases were noted of which the following are 
examples. In four instances servicemen were awarded full annuities on being retired 
compulsorily for medical unfitness. Information on the files indicated the reason given 
for retirement was of secondary importance to others, which, had they been recognized 
officially, would have resulted in the aggregate in a reduction in capitalized value of the 
annuities awarded of approximately $45,000. Each of the servicemen was 28 years old 
and had served the minimum period of time to qualify for pension. 

In one of these cases a medical release was recommended although in the opinion 
of the Medical Board the serviceman did not require hospitalization or active therapy 
in the immediate foreseeable future. Another serviceman was overweight, a condition) 
that existed on enrolment, and presumably lacked motivation to regain normal fitness. 
Another instance concerns an airman who was determined to leave the Service on the 
completion of his current engagement in order to return to school. He had indicated 
his intention not to re-engage, but was granted a medical release apparently to prevent 
a possible re-engagement. The fourth case deals with a medical release following a 
long period of domestic trouble and eventual psychological disturbance. At the time 
of his release the serviceman was not incapacitated and the Audit Office view is that 
he was actually released “to promote economy and efficiency”’. , 

In considering this matter, the Public Accounts Committee noted that the Depart- 
ment is endeavouring to achieve a system under which the entitlements to all pensions 
would be specific. If this were possible, it would eliminate the considerations of the 
Pension Board which is now responsible for establishing reasons for release. The Com- 
mittee in its Sixth Report 1964 has asked to be kept informed of any action taken to 
revise the present system (see Appendix 1, item 29). 

66. Questionable pensionable service. Under section 5 (b) (ii) of the Canada 
Forces Superannuation Act, British Service members who, after a career in that 


Service, transfer to the Canadian Forces are permitted, on payment of contributions, 
to count full-time war and peace service in the United Kingdom Forces as pensionable 
on retirement from the Canadian Forces. 

It is the practice to allow such members to include in their pensionable service 
time served as “boy” (under 18 years of age) in the United Kingdom Forces, althoug 
this type of service is not pensionable under British Service rules. In 11 of some Z 
instances noted in the audit, pensionable service was increased by at least three yea 
and the resulting pensions were materially increased as a consequence of including “boy 
service. 
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67. Unemployment Assistance. Under the Unemployment Assistance Act, 1956, ec. 26; 
as amended, the federal government contributes to the provinces and territories 50% 
of the cost of providing financial assistance to persons unemployed and in need. 


In paragraph 71 of last year’s Report we repeated the opinion, expressed in 
orevious Reports, that the Unemployment Assistance Act administered by the Depart- 
ment of National Health and Welfare includes ambiguities which have resulted in 
varying interpretations, and that the text merits further consideration. In its Fourth 
Report 1963 the Public Accounts Committee concurred in this view and major changes 
n the legislation are currently under study by the Department (see Appendix 1, 
tem 4). 


Matters reported in previous years to illustrate the varying interpretations given 
o the terms of the Act are not commented on again this year except to bring previous 
nformation up to date. 


OVERPAYMENTS TO PROVINCE OF QUEBEC.—In last year’s Report we stated that the 
nal adjustments in respect of overpayments referred to in our 1962 Report, which 
elated to the period from July 1, 1958 to December 31, 1961, were still under 
onsideration. The Department has now established an amount of $62,000 which it 
onsiders to be the amount of the overpayment for this period although the Province of 
juebec has not yet signified its agreement. 


The arrangement, first reported in 1961, whereby the Audit Services Branch of the 
fice of the Comptroller of the Treasury participated with the Provincial Auditor of 
tuebec in a joint audit of the accounts received by the Province from social welfare 
zencies and homes for special care was terminated with the completion of the audit 
¢ claims for the period July 1, 1958 to December 31, 1961. Claims for periods sub- 
quent to December 31, 1961 are examined and certified by the Provincial Auditor in 
scordance with the Unemployment Assistance Agreement, prior to examinations made on 
half of the federal government. The Provincial Auditor’s examination covers all elements 
unemployment assistance costs included in the provincial claims with additional verifica- 
on of payments to social agencies and homes for special care by reference to the records 
- those institutions. 


: SUPPLEMENTAL ALLOWANCES IN BRITISH COLUMBIA.—In last year’s Report we noted 
vat the Province of British Columbia had objected to the amount of $111,400, estab- 
hed by the Audit Services Branch as the estimated amount of the overpayment of 
pplementary allowances resulting from the application of individual budgetary assess- 
nts of need in place of means tests, and that a new calculation of the overpayment 
1s being made. The recalculation was completed during the year under review and the 
hpartment and the Province of British Columbia have accepted the amount of 
4,900 reported by the Audit Services Branch as being the revised amount of the over- 
ment. As $111,400 had previously been withheld from payments to British Columbia, 
» difference of $46,500 was paid to the Province during the current year to complete 
> adjustment. 


| 
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ACCUMULATION OF COMFORTS ALLOWANCES—We have previously pointed out a. 
number of anomalies that have arisen in the administration of amounts which recipients 
of unemployment assistance who are residents of homes for special care are allowed to 
retain out of their personal incomes for comforts not provided by the institutions. 
Some of these still continue, and our examinations during the year under review indicate. 
that in many cases these comforts allowances are not spent currently by the reciprents 
but are retained by the institutions in trust accounts where they accumulate and may 
be used to cover expenses exeluded from shareable unemployment assistance costs by 
section 4 (2) (d) of the Act. It is our view that accumulation of funds in this way for 
some future indeterminate use is not consistent with the Agreement. 


DETERMINATION OF NEED.—There are instances in which certain types of income are 
ignored in calculating the amount of welfare assistance to be paid. While there is no doubt 
that the determination of need is within the jurisdiction of the provinces, it does not seem 
reasonable that in arriving at need some income should be considered and some excluded. 
Not only does this appear to be a deviation from the needs test basis but it discriminates 
against the recipients who do not have this kind of income. | 


STRENGTHENING OF ADMINISTRATIVE CONTROL.—Last year we stated that the Depart- 
ment had accepted our suggestion that it assemble an internal audit group to take 
responsibility for the verification of unemployment assistance costs claimed by the 
provinces. Recruitment of this staff commenced in 1963-64 and was completed during the 
current year. By stationing these federal representatives at the provincial capitals, the 
Department expects to establish an effective liaison with the provinces and maintain é 
continuous comprehensive review of provincial welfare administration and legislation at 
they affect federal-provincial shared-cost programs in the welfare field. Strengthening 0: 
the Department’s control procedures and examination of claims in this manner shoulc 
make the administration of the unemployment assistance program less difficult in the 
future. 


68. Provincial payments to federal hospitals under the Hospital Insurance am 
Diagnostic Services Act. In our examination of transactions under agreements with thi 
provinces pursuant to the Hospital Insurance and Diagnostic Services Act, it appearet 
doubtful whether the terms of the agreements relating to payments by the provinces t 
federal hospitals were being adhered to in all instances. " 


Generally speaking, the basis of settlement with federal hospitals called for by th 
agreements 1s a per diem rate calculated in the same manner as for other hospi a 
comparable in terms of size, facilities, standards of service and location. One notabl 


i 
7: 


provided in section 5 of the regulations under the provincial Act for persons admitted : 


in-patients to approved hospitals who are not eligible for insured services. 
There are a number of complicating factors which have made it difficult to cart 
out the terms of the agreements that relate to federal hospitals. In the first place, t 
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| system of accounts in federal hospitals, although usually uniform for hospitals under the 
jurisdiction of one department, varies from department to department and generally 
speaking is not in accordance with the Canadian Hospital Accounting Manual which is 
the basis of accounting for purposes of the Hospital Insurance and Diagnostic Services 
Act. Moreover, in many of the Indian hospitals neither the accounting nor medical 
records could be said to be adequate for purposes of the agreements under the Hospital 
Insurance and Diagnostic Services Act. As a result, few of the hospitals are in a position 
to submit the required financial returns. Secondly, many federal hospitals are specialized 
institutions and it is often difficult or impossible to find a truly comparable institution. 
Thirdly, the average length of stay for similar illnesses and age groups is almost invariably 
considerably higher in federal hospitals which, of course, means greatly increased cost to 
_the provinces if the same per diem rates are allowed the federal hospitals. 
In Alberta, for example, although the rate payable is that fixed by provincial regula- 
tion, the Province has for several years paid less than this rate on the grounds that the 
ilengths of stay in federal hospitals are considerably above the provincial average. It 
‘contends that, taking into account the longer stays for which they are being paid, federal 
hospitals are being fairly dealt with. 

Whatever the problems may be, it seems clear that steps should be taken to bring 
federal hospital accounting in line with requirements where necessary, and revisions to 
jie: agreements should be made to the end that all the terms may be fully complied with. 
In the present circumstances it is not always possible to adequately appraise settlements 
being made. 


69. Payment of duty on coasting trade vessel deferred. The owner of a foreign-built 
British vessel applied for a licence to engage in the coasting trade of Canada. Section 670 
of the Canada Shipping Act, R.S., c. 29, states that a coasting licence shall be issued to 
foreign- built British ships upon payment of the duty which the Customs Act and related 
regulations require to be paid in full. The owner was accordingly assessed duty on the 
vessel under tariff item 440 at the rate specified, viz., 25% ad valorem on the fair market 
value of hull, machinery, furniture and appurtenances. On August 6, 1963 the Department 
instructed its collector at the port of entry to issue the licence but, because the owner 
sould not pay the duty of $10,078 in full, arranged to accept a down payment of $3,000 
on August 12, 1963 and post-dated cheques payable monthly through September 30, 1964 
to cover the balance. No interest was charged. 


The Customs Act is not only specific under section 22 in requiring that duties must 
de paid in full at the time goods enter Canada but also provides under section 79 that: 


“No person shall make, nor shall any officer accept any bond, note or other document 
for the purpose of avoiding or deferring the actual payment of duties legally accruing on 
goods imported into Canada, or arrange for deferring payment of such duties in any way, 
unless such goods are entered for warehouse, and duly deposited therein according to the 
laws and regulations governing the warehousing of such goods.” 
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: 
To further protect the revenue, the Act provides penalties under section 235(1) to be 
assessed against a collector or other officer who allows payment of duty to be avoided | 


or deferred: 


“Every collector or other officer who allows the payment of duties of Customs to be 
avoided or deferred for any cause or consideration whatsoever, except by regular entry for | 
warehouse, is liable to a penalty equal to the full value of such goods, and the duty accruing | 
thereon, which shall be recoverable in any court of competent jurisdiction, from him or his | 


sureties or either of them.” 


When the Department instructed its collector at the port of entry to issue the coasting 
licence to the owner of the ship, the collector was advised that special arrangements had 
been made in the Department regarding payment of duty. As a consequence of carrying 
out this instruction, involving as it did payment of duty on an instalment basis, the | 
collector immediately rendered himself liable to the penalty imposed by section 235 (1 
which amounted to $50,391. On September 26, 1963 the full amount of this penalty was 
remitted by an Order in Council under authority of section 22 of the Financial Administra- 
tion Act. The remission is shown on page 43°13 of the Public Accounts for the fiscal year 
1963-64. 

On drawing the irregularity of these steps to the attention of officers of the Depart- 
ment, we were informed that they are of the opinion that payment of the duty in the 
manner described was legalized by remission of the penalty assessed against the collector — 


and that the procedure used is proper within the meaning of the legislation involved. 


It is the opinion of the Audit Office that the penalty provision contained in section 
235 (1) of the Customs Act exists for the protection of the revenue against collectors or 
other officers who may allow payment of duties to be avoided or deferred, and that the 


action of the Department in penalizing the collector for its own failure to collect the 
duty in full and then causing the penalty to be remitted is irregular and undesirable. - 
If it is not, then it would appear that any section of any Act with respect to which there is 
a penalty within the meaning of section 22 of the Financial Administration Act could be 
circumvented simply by using the device of having a public officer deliberately contravene — 
any such section and then remitting the penalty incurred by his unlawful act. 


Section 670 is one of the sections in Part XIII of the Canada Shipping Act and, as 
already stated, specifically provides that a coasting licence may be issued to a foreign- 
built British ship only if the duty has been paid. Section 673 in Part XIII gives the 
Governor in Council the following power: 


“The Governor in Council may, from time to time, by order in council declare that the 
foregoing provisions of this Part shall not, for the period specified in such order in council 
apply, either throughout Canada or in any specified waters of Canada, to the ships or vessels, 
or to any specified, ascertained or ascertainable class or number of the ships or vessels, 0! 
any foreign country.” 
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It was noted that the Order in Council referred to above also exempted the vessel in 
question from the provisions of Part XIII of the Act. Since the power of the Governor 
in Council in section 673 is restricted to ships of “any foreign country”, it seems to us that 
the exemption could not apply to the vessel in question which is a foreign-built British 
ship. In reply to our inquiry concerning this, departmental officers stated they were 
treating the ship as though she were a foreign ship because the duties were being deferred 

and not paid at the time the coasting licence was eranted. 


70. Remission of duties on certain motor vehicles and parts. Sections 22 (1) and 79 
of the Customs Act, R.S., c. 58, as amended, read as follows: 


“22. (1) Unless the goods are to be warehoused in the manner by this Act provided, 
the importer shall, at the time of entry pay down, or cause to be so paid, all duties upon all 
goods entered inwards; and the collector or other proper officer shall, immediately thereupon, 
grant his warrant for the unlading of such goods, and grant a permit for the conveyance of 
such goods further into Canada, if so required by the importer.” 


“79. No person shall make, nor shall any officer accept, any bond, note or other docu- 

ment for the purpose of avoiding or deferring the actual payment of duties legally accruing 
on goods imported into Canada, or arrange for deferring payment of such duties in any way, 
unless such goods are entered for warehouse, and duly deposited therein according to the 
laws and regulations governing the warehousing of such goods.” 
1 
Order in Council P.C. 1963-1/1544 of October 22, 1968, passed pursuant to section 22 
of the Financial Administration Act, remits all customs duties payable with respect to 
certain motor vehicles and motor vehicle parts to the extent by which the Canadian 
content value of vehicles and parts exported by the importer in three designated periods 
exceeds the Canadian content value exported during the base year November 1, 1961 to 
October 31, 1962. _ 


In actual practice the Department generally refrains from exacting payment of 
duties at the time of importation and waits for a period of several months to one year or 
more until the extent to which the importer is able to comply with the export conditions 
as set out in the remission order is determined. To the extent that the importer cannot 
comply, he must pay the duties. 


_ In effect, the Department is deferring payment of duty until such time as the amount, 


f any, which the Governor in Council has remitted is determined, and it is the Audit Office 
view that the Department lacks authority to do this because of the requirements of 


sections 22 (1) and 79 of the Customs Act. 
im 71. Refund of sales tax on materials used in construction of certain buildings. Section 
(7A of the Excise Tax Act, 1963, c. 12, reads as follows: 


| “Where materials have been purchased by or on behalf of 


(a) a school, university or other similar educational institution for use exclusively in the 


construction of a building for that institution, or 
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(b) any organization for use exclusively in the construction of a building for that organiza- 
tion that is to be used exclusively or mainly as a public library operated by or on 
behalf of that organization on a non-commercial basis, | 

and the tax imposed by Part VI has been paid in respect of those materials, the Minister | 

may, upon application by such institution or organization in such form as the Minister 
prescribes made to the Minister within two years from the time the materials were purchased, 
pay to such institution or organization an amount equal to that tax.” 


\ 
Because an actual tabulation of the sales tax paid on the many items entering into | 
the construction of a building is extremely difficult, it was the opinion of the Department | 
that the arrangements by which educational institutions could obtain a refund of sales — 
tax must be simplified. | 
Accordingly Order in Council P.C. 1964-1/692 of May 12, 1964 approved a formula 
for determining sales tax refundable on materials used exclusively in the construction of — 
buildings for schools, universities or other similar educational institutions or public | 
libraries, to be used by persons entitled to a refund of sales tax pursuant to the provisions 
of section 47A as an alternative to the present standard refund claims procedure. The 
formula is designed to determine the approximate value of taxable material in a building 
and to estimate the amount of the refund that may be claimed. 
Section 47A directs the Minister to pay an amount equal to the tax that has been © 
paid and there does not appear to be any authority in the Excise Tax Act to pay a refund 
based on an estimated taxable value of materials incorporated into a building. | 


72. Refunds of duties and taxes on estimated basis. In order that Canadian airlines” 
may be in a tax position comparable to foreign airlines, the Governor in Council, under — 
authority of section 22 of the Financial Administration Act, grants remission of duty, sales” 
and excise taxes paid on parts, equipment and consumable maintenance stores for aircraft — 
operating in international service. A 

The Department of National Revenue finds it administratively impractical in some 
cases to determine actual quantities to which remissions should apply and so relies on 
considered estimates in calculating the remissions to be granted. ’ 

A similar situation exists with respect to refunds to provincial governments of taxes 
paid indirectly. These too are estimated carefully for refund purposes in order to avoid 
excessive clerical costs. 

If these practices, which are not now recognized by the taxing statutes, are tan 
continue they should receive legislative sanction. 


73. Refund of duty paid on goods diverted to use other than that for which they 
were imported. In a number of cases the customs tariff provides alternative rates of 
duty on certain goods, depending on the use to which they are to be put when imported. — 

No specific authority is contained in the Customs Act under which the Department 
may grant refunds in cases where goods were entered under an item of the tariff, upon 
payment of duty at the rate applicable to such goods, and subsequently diverted to £ 
use which would have entitled them to entry under a different tariff item had they then 
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been imported. Nevertheless, the Department as a matter of equity has adopted a 
policy of making refunds in such cases, treating the original payment as “duty paid 
in error”. 

It is the view of the Audit Office that if this policy is to be continued it should 
have legislative sanction. 


| 74, Possible loss of revenue when goods lose tax-exempt status. Equipment is 
sometimes imported to be leased to an institution which is exempt from duty and sales 
"aX, with ownership remaining with the importer. 

| In such cases the Department requires that the importer be in possession of a 
ease commitment from a tax-exempt institution and that a copy of this be filed with the 
relative customs import entry. Entry is also contingent on the equipment being 
»xported under customs supervision on expiration of the lease or duty being paid on an 
ypraised value with allowance for depreciation. The Department permits the transfer 
f the equipment from one tax-exempt institution to another but if the equipment 


s warehoused it loses its exempt status and duty must be paid. 

Similar situations exist where there is entitlement to make domestic purchases free 
yf sales tax. Should any article so purchased be later transferred to an end use that is 
1ot exempt from tax, either the new purchaser or the vendor must report and pay the 
sroper tax. 


| 


_ Having laid down the rules governing goods which lose their tax-exempt status, 
he Department placed on the owners the onus for reporting any duty or tax payable 
nd no departmental control of non-tax paid equipment or goods was maintained. Con- 
aquently, it is possible for equipment or goods to lose tax-exempt status without this 
oming to the attention of the Department, in which case there would be a loss of 
venue to the Crown. 


| 75. Loss on buildings abandoned. In paragraph 86 (11) of our 1961 Report, reference 
as made to the construction of two houses at the customs port of Pigeon River, 
ntario, in 1957 at a cost of $45,000. At that time one of the houses had not been 
ceupied and the Department was paying the cost of fuel oil and electricity in 
ddition to the regular expenses of upkeep. Two other houses had been built for 
‘ustoms-Excise officers at this port, one in 1950 at a cost of $16,000 and one in 1954 
i a cost of $21,000. Two houses had also been built by the Department of Citizenship 
ad Immigration in 1955 and 1956 at a cost of $50,000. A dormitory and a warehouse 
ected in 1947 and 1951 respectively, cost $11,000. The cost of these departmental 
hildings at the site of the customs port thus amounted to $143,000, exclusive of the 
‘st of land. In the period when the houses were available for occupancy, one had been 
weant for seven months, one for twelve months, while the one mentioned in the 1961 
sport was occupied for only nine months in its six years of existence. 

In September 1963 a new bridge was constructed over the Pigeon River and the 


'stoms port was moved to the new location eleven miles to the east. The question of 
 95480—43 
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A 
the excessive cost of such an opera- — 


eir related buildings. Departmental 


ar Fort William or Port Arthur and each receives a daily mileage | 
t—a distance of approximately — 


’ 


| 
| 


moving the six houses was considered but because of 
tion it was decided to abandon the houses and th 


officers now live in or ne 
allowance for commuting between his home and the por 
40 miles. | 
The houses were declared surplus in November 1963 and turned over to Crown Assets | 
Disposal Corporation which has since disposed of them for $8,145 on the condition that | 
they be removed from the site. The Department has furnished us with the following © 
reasons for this stipulation: | 
(1) to have sold the buildings without such a requirement might have led to their occupancy, — 
thereby aggravating the problem of uncontrolled border crossing while the old bridge — 
remained in place; ) 
(2) the Ontario Department of Highways was unable to give any assurance that the dead-end 

road leading to the old bridge site would be maintained; 
(3) the possibility existed that the provincial government might include the area in question 

in the development of a provincial park. 

4 
The land on which the buildings had stood was declared surplus to Crown Assets | 
Disposal Corporation in October 1964. ‘a 
7 
76. Drawback paid on goods destroyed after release from Customs. Order in Counc 
P.C., 1961-1135 of August 9, 1961 established regulations governing drawbacks of customs — 
duties, sales tax and excise taxes paid on goods imported and subsequently exported 


or destroyed. . 
We have been informed that the Order was passed in accordance with sections 275 
and 277 of the Customs Act, R.S., c. 58, as amended. These sections are as follows: a 


“975. (1) The Governor in Council may, under regulations made by him for that 
purpose, 3 


(a) allow, on the exportation of goods which have been imported into Canada and on which 
a duty of customs has been paid, a drawback equal to the duty so paid with su¢ 
deduction therefrom as is provided in such regulations; and 


(b) allow a drawback equal to the duty paid, with such deduction therefrom as is provided 
in such regulations, or a specific sum in lieu of such drawback, in respect of materials 
used in, wrought into or attached to goods exported, or in respect of materials (not 10 
include fuel or plant equipment) consumed in the manufacture or production of any 


such goods. 


(2) The period within which such drawback may be allowed, after the time when th | 
duty was paid, shall be limited in such regulations.” 


“277. The Governor in Council may interpret, limit or extend the meaning of t 
conditions upon which it is provided in any Act imposing duties of Customs that any artid 
may be imported free of duty for special purposes, or for particular objects or interests; 4 
may make regulations for declaring or defining what cases shall come within the conditio 
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| of such Act, and to what objects or interests of an analogous nature the same shall apply 
and extend, and may direct the payment or non-payment of duty in any such case, or the 
remission thereof by way of drawback, if such duty has been paid.” 


The Customs Act makes no specific or general reference to imported goods destroyed 
in Canada but section 22 (6) of the Financial Administration Act as amended directs 
that: 

| “No tax paid to Her Majesty on any goods shall be remitted by reason only that after 


the payment of the tax and after release from the control of customs or excise officers, the 
goods were lost or destroyed.” 


Because of this the Audit Office entertains doubt as to the validity of section 3 (1) (a) 
ii) of Order in Council P.C. 1961-1135 providing for the payment of a drawback on 
goods “destroyed in Canada at the expense of the owner under Customs supervision”. 

| The case which attracted attention to this matter involved a refund of $2,525, 
representing a 907 drawback of customs duty paid on imported machinery which after 
duties were paid and after release from Customs but before actual use, was destroyed 
by fire in the warehouse of the importer. The goods were recognizable after the fire to 
the extent that the serial numbers could be deciphered but the machines were not 
sonsidered usable. Later they were completely destroyed by sledge hammer under super- 
vision of a Customs officer. 

| In our opinion it is questionable whether the Governor in Council under authority 
é the Customs Act may authorize drawback of all or part of the duties paid on goods 
which are destroyed when section 22 (6) of the Financial Administration Act expressly 
‘orbids the Governor in Council to remit the tax under the same circumstances. 


“The Governor in Council, on the recommendation of the Treasury Board, whenever he 
considers it in the public interest, may remit any tax, fee or penalty.” 


The Post Office Department has at no time made use of this section. Instances 
recur from time to time where for one reason or another, but particularly because the 
econd class mail regulations are extremely complex, errors in the application of postal 
ates have resulted in under-collections of postage revenue. When such an error is 
etected the practice has generally been to impose the correct rate from the time the 


rror was noted and to forgive the past. 


__ The Post Office Department considered the waiving of charges for postage to be an 
dministrative discretion, but in our opinion it is not within the Department’s power 
5 exercise discretion in waiving a charge for postage that is properly payable. Any 
slief to be given is the prerogative of the Governor in Council under section 22 of the 
‘nancial Administration Act. 
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78. Departmental decision not to dismiss an employee. Section 57 of the Cia 
Service Act provides authority for the suspension of an employee during an investiga-— 
tion of alleged misconduct or incompetence. The procedure upon completion of the | 
inquiry is prescribed in section 59 of the Act which states: | 


“59, (3) Upon completion of the investigation or proceedings, as the case may be, the 
deputy head shall | 
(a) if as the result of the investigation or proceedings he is satisfied that the employee has | 

been guilty of misconduct or incompetence 

(i) recommend the dismissal or demotion of the employee, or | 

(ii) suspend the employee for a further period not exceeding six months; or | 
(b) if as the result of the investigation or proceedings he is not satisfied that the employee — 

has been guilty of misconduct or incompetence, rescind the suspension retroactively to) 

the time it was first imposed.” | 


The officer in charge of a postal station was suspended under section 57 of the Civil | 
Service Act pending investigation of a fire and alleged robbery. When an audit revealed | 
extensive falsification of the accounts, the suspended officer admitted falsifying the cash | 
accounts and accepted responsibility for a shortage of $2,156. The Department rescinded | 
the suspension and retired the employee on the basis of his having reached 60 years of | 
age (with the consequent entitlement to an immediate annuity under the provisions of the | 
Public Service Superannuation Act) on the understanding that he would reimburse the. 
Crown for the deficiency. Collection was made from the annuity. 

If the employee had been dismissed for misconduct, his entitlement to a superannua: 
tion benefit, other than a return of contributions, would have been conditional upon a 
decision of the Treasury Board. In view of the provisions of section 59 (3) (a) of the 
Civil Service Act, quoted above, this would appear to have been the proper course of action. 


79. Second class mail. In its Fourth Report 1963 the Public Accounts Committee | 
expressed the belief that early consideration should be given by Parlament to the | 
alternatives of revising upward the rates of postage on Canadian publications or providing - 
an annual appropriation in an amount sufficient to cover the loss of the Post Office in 
handling second class mail (see Appendix 1, item 1). The Committee requested the 
Auditor General to keep the matter before Parliament in his annual Reports in order that | 
subsequent Committees might give consideration to it. | 

The costs of handling the various classes of mail have in the past been estimated 
by the Department by means of a cost ascertainment procedure in which time studies 
were used. There has been no cost ascertainment study since 1961-62 which was the last 
of the triennial tests. This study has been used as a basis for analysing the revenues and 
costs of the years 1962-63 and 1963-64 and as a result of this projection, the loss on 
handling second class mail was estimated to amount to $35 million in 1963-64. However, 
the Post Office Department now considers that the costs already allocated to first class mail 
should be increased by 15% in consideration of the preferential treatment accorded to this 
mail. This surcharge against first class mail would amount to about $17 million in 1963-64, 
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with the result that the costs applicable to other classes of mail and other postal services 
_ will be reduced by the same amount. The Department has not made any calculation of 
the effect that this reduction will have on the loss applicable to second class mail. 

The Department has engaged a firm of consultants to look into its cost ascertainment 
procedures with a view to producing more accurate costs with respect to the various 
classes of mail. 

| During the year under review second class mail revenues declined by $203,000 to 
$8,183,000. The Department attributes this decline to a reduction in the advertising 
content of some publications and to the acceptance of enclosures in publications at the 
| per pound rate in place of the higher printed matter rate charged prior to April 1, 1963. 

| With effect from April 1, 1964, the Department substantially increased the postage 
Tate on newspapers and periodicals mailed by the general public (as opposed to mailings 
by publishers) by withdrawing the second class postage rate formerly applicable to this 
“mail and making it subject to the higher printed matter rate. We are informed that. this 
is expected to increase postal revenue by $560,000 annually. 

| The Government presently has before Parliament proposals for revisions of postal 
rates, three of which are in respect of second class matter mailed by publishers. We are 
informed that these three proposals are primarily intended to simplify the rate structure, 


and that they will probably reduce the revenue from publishers by approximately $135,000 
f 
annually. 


| 80. Defalcations in the Malartic area of Quebec. In 1960 former employees of the 
Department of Public Works in the Malartic area complained that the wages they had 
Yeceived from the Department were less than had been reported for income tax purposes. 
A preliminary investigation of this circumstance indicated the probability that various 
types of irregularities had occurred in the years 1955 to 1960 in connection with a 
substantial number of minor river cleaning, wharf repair and construction projects carried 
out in the area. Subsequent investigations by the Royal Canadian Mounted Police have 
established that fraud was perpetrated in a number of ways involving both departmental 
employees and suppliers in connection with over 70 projects, and including payroll 
padding, fictitious and inflated suppliers’ invoices, etc. 

| Since these defalcations first came to light, recoveries have been effected as a result 
of legal actions taken against employees and suppliers concerned. These recoveries, 
amounting to $13,803 to date and involving 26 individuals and firms, are being reported for 


the first time during the year under review in the Statement of Losses (Public Accounts, 
page 43°29). 


| 


As the Department turned over the investigations with respect to these losses 
to the Royal Canadian Mounted Police, it has not maintained records of the amounts 
‘or which each of the numerous individuals concerned was considered responsible. Con- 
sequently it does not have a calculation of the total loss involved or of the amount which, 
decause of failure to recover, must in due course be charged to the Public Officers 
Juarantee Account. 


| 


; 


We have pointed out to the Department the information that will be required in 
order to finally dispose of these losses and understand that this is now being compiled. 


42 AUDITOR GENERAL’S REPORT 


81. Cost of plans for administration building for Department of Agriculture. In | 
1955 an architect was engaged by the Department of Public Works to prepare plans and 
specifications for and to supervise the construction of a headquarters building in Ottawa 
for the Department of Agriculture. From 1957 to 1960 payments totalling $190,500 
were made to the architect for the design phase of his undertaking, representing three- 
fifths of the full fee of 5% on the originally agreed cost estimate of $6,350,000. In 1961 
the architect was instructed to carry out certain revisions to the existing building plans 
to meet new requirements. Because extensive revisions were required—which resulted in 
a new cost estimate of $10,408,000—it was agreed that the amount to be paid to him could | 
be fairly assessed only on a time and cost basis. Provisionally it was estimated that this 
might involve an additional amount of $250,000. By February 1964, however, the architect 
had claimed costs of $428,013 with respect to the 1961 revisions of which he was paid _ 
$262,087 prior to March 31, 1964. In August 1964 the Treasury Board approved payment | 
of the balance bringing to $618,513 the architect’s remuneration for the design work on 
the building. 

Had no revisions of building plans been involved, the design portion of the full fee — 
relating to the actual contract price of $9,266,500 as at March 31, 1964 would have 
amounted to only $278,000. Construction of the building commenced in October 1963 
and is scheduled for completion in April 1966. 


82. Accounting for advance planning of construction projects. In 1954 the Depart- 
ment of Public Works initiated an appropriation in its Estimates, “To provide for advance 
planning of projects including acquisition of sites’. The purpose was to avoid the 
necessity of listing items in the Estimates before planning had commenced or land had 
been acquired. Like provision was made in the Estimates of succeeding years, including 
the year under review. Although the revised form of the Estimates for the 1964-65 fiscal 
year has resulted in the elimination of a separate appropriation for the purpose, provision 
for advance planning appears in the Details relating to several of the Department’s 
construction votes. | 

In 1957 the Treasury Board agreed that the Advance Planning vote could be used for 
the planning of construction projects which were to be charged to the appropriations of — 
other departments. The Board emphasized, however, that in such circumstances charges” 
to the Advance Planning vote were to be regarded as advances, to be recovered from the — 
other departments as soon as convenient in the same fiscal year; otherwise, construction 
costs for which other departments were responsible would be divided between thei 
accounts and those of the Department of Public Works. The Board reiterated thi 
position in subsequent years. | 

In 1963 the Department of Public Works recommended to the Treasury Board th 
any charges to the Advance Planning vote in connection with other department 
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construction projects be permitted to remain as final charges to that vote, thus eliminating 
the reimbursement features required by the Treasury Board. Although no relaxation of 
the requirement has come to our attention, the Advance Planning vote for 1963-64 
Temained charged with architects’ fees, legal costs, etc., of $15,844 in connection with the 
planning for a building, the construction of which mill be the financial responsibility of 
the Department of Forestry. No reimbursement was sought from that Department. The 
‘situation is drawn to attention because, in our opinion, it remains undesirable for the 


costs of a project to be divided between the accounts of two departments. 


83. Damage to Coast Guard vessel. On August 8, 1963, in what was described as 
“fine clear weather with excellent visibility’, a Canadian Coast Guard ship of the 
Department of Transport ran aground in the St. Lawrence River while en route from 
Trois Riviéres to Quebec. Damages which cost $147,671 to repair were sustained. The 
departmental investigation that followed indicated that there were no extenuating 
circumstances and that the officer in charge of the vessel at the time of the accident was 
solely responsible. 

' The case was submitted to the Department of Justice and the opinion was given that 
the accident was mainly attributable to the negligence, major in character, of the officer 
in charge. He was assessed the maximum penalty of $250 pursuant to the Claims Regula- 
tions and transferred to another position. 

| The foregoing is an example of losses borne by the Crown under its policy of acting 
as its own insurer. In order that Parliament may be more completely informed, such 
losses should be summarized or otherwise recorded in the Public Accounts. 


84. Financial consequence of faulty ship design. In 1961 a firm of naval architects 
was engaged by the Department of Transport to prepare plans and specifications required 
for the construction of a weather ship for the Pacific coast. 

After a contract for the construction of the vessel had been awarded in August 1963 
at an estimated cost of $9,915,000, the contractor informed the Department that his 
checking of the weight estimates inherent in the design indicated a miscalculation by the 
architects of about 750 tons, which would have an adverse effect on stability and displace- 
ment to the extent that structural changes would be necessary. The Department confirmed 
shat serious errors in calculation had been made and considered ways and means of 
overcoming the differential in stability. As a result a number of structural changes were 
orovided for, including the comparatively costly use of aluminum in lieu of steel in the 
superstructure. 


: 
| 
{ 
i 
| 


| The firm of naval architects has received $117,000 representing full payment in 
\ccordance with the terms of the engagement entered into with the Department in 1961. 
Although construction of the weather ship will not be completed until 1966, the Depart- 
nent expects that the structural changes involved will increase the cost of the vessel by at 
east $500,000. 


| 
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85. Repairs and alterations to Canadian Coast Guard ships. For many years the 
Department of Transport has experienced difficulty in complying strictly with the require- | 
ments of the Government Contracts Regulations in respect of repairs to units of the 
departmental Coast Guard fleet. Because there is no way of determining, before a ship is. 
placed in the hands of a ship repairer and opened up for examination, what the extent of 
repair costs is likely to be, the problem of estimating on a reasonably accurate basis and | 
securing the necessary Treasury Board approval before the work is undertaken has been | 
a continuing one. 

A case observed during the year under review serves to illustrate the problem. In. 
April 1963 the Treasury Board approved of entry into a contract for the annual refit | 
repairs of a vessel at the lowest tender price of $43,346 and at the same time authorized 
further expenditure of up to $35,500 to cover any additional repairs which might be found 
necessary subsequent to the commencement of the work. Additional work of the type for | 
which the $35,500 was intended to provide was carried out at a cost of $57,994 and the 
opportunity was taken to have certain alterations and additions to accommodation carried 
out at a cost of $29,511. Consequently, although the ship repairer had commenced | 
operations under a contract involving a consideration of $43,346, the total cost of the 
work performed before the ship returned to service in June 1963 was $130,851. As the 
original Treasury Board authority, including the contingency allowance of $35,500, had 
been exceeded by $52,005, it was necessary for the Department to make a further sub- 
mission to the Board covering this amount so that the contractor could be paid. The: 
submission was not made until November 1963. The ex post facto approval of the Board 
was received in the following month and the contractor was paid the amount of $87,505 by 
which total costs exceeded the contract price. 


86. Contracts for cleaning of public premises. During the past decade there has been a 
marked increase in the number of contracts entered into for the cleaning and caretaking 
of Crown-owned or leased premises and in the number of firms competing for such 
contracts. The business has become highly competitive and recent experience of the 
Department of Public Works, which administers many such contracts, has been that when 
tenders are called prices quoted in the majority of cases have been lower than under 
expiring contracts. Departmental policy has been to contract for a period of two years. 

The Department of Transport also is a party to a number of like contracts and its 
practice has been to invite tenders for the cleaning of airport terminal buildings at two 
or three year intervals. This Department has also experienced lower prices in recent years 
which have been attributed in part to adjustments of specifications. 


An exception to the general policy of the Department of Transport was observed 
during the year under review. In November 1963 the Department informed the Treasury 
Board that the contract for the cleaning of the terminal building at the airport at Windsor, 
Ontario, which had been for a term of three years, was due to expire. The Department 
recommended that the existing contract be extended for a further two year period at an 
annual cost of $26,675 compared with the previous rate of $27,000 per annum. However, 
the Board, which had earlier commented on the competition prevalent in the building 
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cleaning industry, initially declined to approve of the recommendation and directed that 
tenders be called. In the interim another firm experienced in airport cleaning requirements 
expressed interest in the Windsor undertaking and informed the Department that if there 
were an opportunity to tender, its bid would likely be at the rate of about $21,600 per 
annum. Despite this, the Treasury Board was again approached to authorize an extension 
to the existing contract at the amended rate of $26,675 per annum and in January 1964 
the Board assented. 


87. Federal contribution to cost of ferry vessel. After studies had been made of 
the need for extended water transportation services between the south and north shores 
of the St. Lawrence River in the Rimouski and Baie Comeau area, a recommendation was 
made to the Treasury Board in February 1961 for approval in principle of financial 
assistance for construction and operation of a ferry between Rimouski and Baie Comeau. 


_ The construction cost was estimated at $4,500,000 of which 40%, or $1,800,000, would have 


been paid by way of a construction subsidy together with an operating subsidy of 
$600,000 in the first year, to be reduced to nil by the end of ten years. 

Before a decision was reached on this recommendation, a ten-year-old United 
States-owned ferry boat which had become redundant on completion of a bridge over the 
Straits of Mackinac was offered for sale. Subsequently the Department of Transport 
received a request for a capital subsidy from a company which proposed to acquire this 
vessel for the purpose of operating a ferry service between Baie Comeau and Point-au- 
Pére. In August 1961 the Treasury Board gave approval in principle to the granting of a 


_ subsidy, but in doing so emphasized that it considered a service of this nature to be 
_ primarily a provincial responsibility. The Board was prepared to make an exception in 


this particular case, however, because it was “in hand and under active consideration 


before the Board recommended to Cabinet a report on federal assistance to ferry and 
' coastal services under the principles of which intra-provincial ferry services that are 
_ essentially highway links—chiefly services involving roll-on/roll-off ferries—are considered 


to be a matter of provincial responsibility”. 
In October 1961 the Treasury Board granted formal approval of a capital subsidy in 


a lump sum to a maximum of $1.5 million, based on the aggregate of the actual cost of 
_ purchase, an amount to cover necessary repairs and alterations, certain furnishings and 
possibly customs and related charges. The company proceeded to purchase the vessel and 
to renovate it, at a total cost of $2,429,800, including $863,650 for customs duties and 


sales tax. An additional special duty assessment of $1,727,300, representing 50% of the 
valuation of $3,454,600 established by the Department of National Revenue for customs 
purposes, was levied but remitted by the Governor in Council in December 1961 under 


authority of section 22 of the Financial Administration Act. By January 1962, when an 


agreement relating to the subsidy was entered into by the Canadian Maritime Commission 


and the company, the Treasury Board had decided that the subsidy of $1.5 million 
‘Should be on the basis of five equal annual instalments of $300,000 without interest 


rather than a lump sum, and this condition was embodied in the agreement. This course 
of action was decided upon by the Board “‘so that the federal contribution would match 
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the provincial undertaking to pay an operating subsidy during the first five years of the | 
operation of this vessel.” We have been informed that the provincial assistance takes _ 
the form of a subsidy which covers the previous year’s operating deficit up to a maximum | 
of $50,000. 

Because payment of the capital subsidy was to be spread over a five year period, and 
since the equity of the owners in the enterprise was comparatively small (a balance sheet 
of the company at September 30, 1963 showed paid-up capital of $180,100), the company 
was obliged to borrow heavily and in consequence incurred interest charges which led to a 
difficult financial situation. Following representations by the company, the Treasury 
Board agreed to a total subsidy payment of $600,000 during the fiscal year 1962-63, the | 
additional $300,000 to be in lieu of the final payment otherwise payable in January 1966. 


Representations continued to be made by the company and in December 1963 it _ 
announced its intention to suspend operations of the vessel early in 1964 for the — 
uneconomic winter season, claiming that its financial position prevented it from main- — 
taining an uninterrupted service. This proposed step precipitated further consideration 
of the company’s requests and the outcome was that in March 1964, by which time 
$1,200,000 of the total subsidy of $1.5 million had been paid, Executive approval of a 
full subsidy of $2,363,650 was given, the balance of $1,163,650 to be paid from funds 
provided specifically for the purpose in Supplementary Estimates for 1963-64 for Steam- 
ship Subventions for Coastal Services. The amount was clearly based on the final subsidy 
instalment of $300,000 otherwise due in January 1965 plus the amount of $363,650 paid 
in respect of customs duties and sales tax at the time that the ship was acquired. As the 
customs duty and sales tax had already been paid by the company, the additional payment 
of $863,650 was in reality a refund of the duties paid instead of a remission. If it had been 
treated as a remission it would have been subject to the requirements of section 22 of the 
Financial Administration Act and in consequence the nature of this element of the 
subsidy would have been recorded in the Public Accounts in accordance with subsection 
(8) of section 22. 


The payment of the subsidy was made conditional on the company retaining owner- 
ship of the vessel and operating it in the performance of the ferry service for a five year 
period commencing on January 2, 1962 and not making any application for transfer of 
registry of the vessel out of Canadian registry during the same period, unless with the 
prior consent of the Canadian Maritime Commission. Otherwise, the company is obligated 
to repay the full subsidy with interest. When the agreement relating to the subsidy was 
entered into by the Maritime Commission and the company in January 1962, the 
company was required to provide security for the performance of all its terms and condi- 
tions in the form of a second mortgage on the ship, which was subject to a first mortgage in 
the amount of $900,000. The secondary nature of the security is recorded in the agree- — 
ment relating to the subsidy and mention of such agreement is made in the mortgage — 
instrument. With the $300,000 balance remaining out of the original subsidy of $1.5 } 
million, together with the additional subsidy of $863,650, the company refinanced ita , 
mortgage indebtedness whereupon the Crown mortgage was rated as a first mortgage. 
However, in order that a new first mortgage for $350,000 could be registered as such, th 
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Crown mortgage was discharged and replaced by a new second mortgage which was 
registered on August 14, 1964. The security held by the Crown covering its total capital 
subsidy of $2,363,650 is therefore still subject to a first mortgage, now in the amount of 
$350,000, given with respect to other indebtedness of the company. 


| 88. Defalcation at Gander International Airport. During the year under review the 
closing out of a bank imprest account which had been maintained by the Department of 
Transport at Gander International Airport for the purpose of making local disbursements 
led to the discovery that revenues accruing to the Crown had been misappropriated 
during the period March 1951 to June 1963 to the extent of $42,800. The defalcation was 
concealed in the earlier years by altering duplicate deposit slips and utilizing subsequent 
collections to cover amounts previously misappropriated. Such methods eventually 
became unwieldy and the bank imprest account was resorted to as a source from which 
funds to cover the shortage were obtained. This was possihle only because of a breakdown 
in the normal procedures for the operation of a governmental bank account. 


The internal audit procedures of the Department have since been reviewed and 
supplemented to include additional tests of bank transactions which in our opinion shouid 
result in the early detection of any misappropriation of this type. The Audit Office work 
programs in respect of activities of a like nature to those at Gander have also been 
appraised to ensure that they are reasonable and adequate in the circumstances. 

(ae? A charge has been laid against the departmental employee involved in the case. 
_The amount of the loss which has been charged to the Public Officers Guarantee Account 
appears in the Statement of Losses (Public Accounts, page 43:29). 


\ 
t 


89. Awards under the Pension Act. Reference was made in our 1960 Report to 
“certain administrative practices which it was thought warranted parliamentary attention, 
| to inconsistencies in this Act, and to the difficulty in determining whether certain pay- 
‘ments, particularly those in respect of discretionary and compassionate awards and 
awards to persons in a dependent condition, were in conformity with the provisions of 

the Act. In 1961 the Public Accounts Committee, after studying the comments, made 
| certain recommendations in its Fifth Report 1961 which led to the administrative 
| practices referred to being corrected but did not result in amending legislation to eliminate 
the inconsistencies or clarify the ambiguities referred to. These comments, together with 
‘further inconsistencies in the Act referred to in the 1962 Report, were again reviewed by 
the Public Accounts Committee in 1964. In its Eighth Report 1964 (see Appendix 1, 
item 45) the Committee made the following recommendations: 


(a) that the extent of the powers delegated to the Commission under section 25 of the Act, 
“to grant a compassionate pension, allowance or supplementary award in any case 
that it considers to be specially meritorious” where the applicant is otherwise unqualified 
to receive such an award, be clarified by defining the term “specially meritorious”; 


(6) that the ambiguity under the Act whereby section 40 (2) appears to contemplate that a 
| pension in respect of death of a member of the forces be limited to a single class of 
recipient whereas other sections of the Act provide that payments in respect of a death 
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may be made concurrently to a widow (section 37), children (section 26) and parents 
(section 38), be eliminated; 


(c) that the inconsistency apparent under section 38 of the Pension Act where pensions 
awarded to widowed mothers under subsection (3) thereof, which requires that the 
parent must be incapacitated by mental or physical infirmity from earning a livelihood, 
are by reason of subsection (7) being continued in payment even though the widowed 
mothers have subsequently been able to undertake full-time employment, be removed; 


that consideration be given to adding a section to the Pension Act similar to section 18 
of the War Veterans Allowance Act to deal with cases where it appears to the Commis- 
sion that there had been a deliberate disposal of property for the purpose of qualifying 
for a dependent parent award; 


(d 


— 


(e) that, having regard for section 40 (1) of the Pension Act which provides that no person 
shall be awarded more than one pension in respect of death, the Commission reconsider 
the legality of its decision to permit an award to a dependent parent of a second pension 
in respect of the death of a child after the rights to a pension awarded in respect of the 
death of another child have been lost under the terms of section 45 (2) of the Act. 


90. Civilian war pensions and allowances. The Civilian War Pensions and Allowances 
Act, R.S., c. 51, was amended in 1962 (chapter 11), by the addition thereto of Part XI 
which made available to designated groups of civilians associated with the war effort 
the same allowances that are available to war veterans. It was pointed out in last year’s 
Report (paragraph 89) that the Old Age Assistance Act, the Blind Persons Act and the 
Disabled Persons Act contain provisions that no payment may be made to a recipient of 
an allowance under the War Veterans Allowance Act, but that no provisions have yet 
been made to prohibit payments to recipients of civilian war allowances. The situation 
remains unchanged. 


91. War veterans allowances. In our 1962 Report the comment was made that action — 


was seldom recommended by the War Veterans Allowance Board to enforce the provisions 
of the Act and its Regulations relating to financial penalties or imprisonment, or both, for 
making false or misleading statements or failing to disclose pertinent information which 
might have a bearing on the amount of an award. The view was expressed that unless the 
Act was amended to provide heavier penalties which the Board is prepared to enforce, 
deliberate deceptions of this type can be expected to continue. Attention was also drawn 
to two anomalies in the application of the War Veterans Allowance Act and Regulations: 
(a) that the definition of “personal property” in the regulations makes no mention of 
mortgages or agreements for sale, and, as a result, allowances are being made available to 
some whose sizeable holdings of mortgages or agreements for sale would preclude their 
qualifying were their assets in another form; and (b) that proceeds from the sale of a 


recipient's home were not considered to be personal property for a year after the date of — 


sale, even when a new less expensive residence or a residence subject to a mortgage was 
purchased shortly after his former home was sold, thus allowing the continuation of 
payment of allowances in cases where the recipient was in possession of assets in excess — 
of those permitted by the Act. 
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The 1963 Report (paragraph 88) reiterated these comments and noted that there 
had been an increase in the number of persons affected because an amendment (1962, 
chapter 11) to the Civilian War Pensions and Allowances Act provided for payment of the 
same allowances to certain civilians. It also drew attention to the problems encountered 
in respect of income of children where children are involved in awards, because of 
inconsistencies in the provisions of the Act on the one hand, and in the application given 
to provisions of the Act on the other hand. The table of allowances, Schedule A of the Act, 
sets out in column III the maximum total annual incomes, including allowances, which 
the various classes of recipients may receive. Where the spouse is recognized as the 
dependent (Classes 2 and 4), the schedule shows the total permissive income followed by 
the words “total for veteran and spouse”, whereas where the child is recognized as the 
dependent (Class 3) the amount appears without restrictive or qualifying wording; thus, 
for this latter class, the Board has concluded, no income other than that of the recipient 
was intended to apply and none is being taken into account in determining the allowance 
payable to the recipient. In consequence, there is an inconsistency in that, while an 
increased allowance for maintenance is payable in both cases because of a dependent, the 


income of one class of dependent is taken into account while the income of another 
alass is not. 


__ One of the classes of income the Act exempts for purposes of calculating the maximum 
dermissive income of a recipient is money or assistance received from any province or 
nunicipality by way of relief to dependent children. A portion of the social assistance 
yayments made to the head of a household has been exempted by considering it relief to 
Jependent children. While it is mathematically possible to determine the increments that 
ire paid because of the children, the approach under welfare legislation is to consider the 
reeds of the family as a unit and, therefore, in our opinion, no part of this assistance 
sayment should be considered income of the dependent children. In law, it is maintenance 
neome of the head of the household and all of it should be taken into consideration in 
letermining the war veterans allowance entitlement of the recipient. 


| The Public Accounts Committee reviewed the above comments and in its Highth 
report 1964 (see Appendix 1, item 46) made the following recommendations: 


_ (a) the Committee, after taking note of the increasing number of overpayments arising 
| mainly from veterans making false or misleading statements, and of the fact that, 
although 80 such cases had been referred to the Board by the Auditor General in 1962 
| and 1963, in none of these had legal action been instituted, recommends that all cases of 
| deliberate deception which come to notice be vigorously prosecuted; 


a 
S- 
— 


that the Act should be amended to recognize mortgages receivable and agreements for 
sale as either personal property or an interest in real property. In the meantime, where 
it appears to the Board that the terms of a mortgage receivable or agreement for sale 
are unrealistic in relation to the life expectancy of the individual and the going market 
rates, the Board should deem the return from these assets to be at a reasonable monthly 
rate; 

_ (c) that in cases where the presence of a child is the reason for an award at married rates, 
the income of the child, except income specifically exempted under the Act, be taken 
into account in determining the amount of the award. 
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92. Unpaid accounts carried forward to new fiscal year. Four instances were noted in 
which appropriations for 1963-64 were insufficient to meet accounts coming in course of 
payment in that year. In each instance Parliament had been asked for supplementary 


appropriations and these were granted by means of Supplementary Estimates (E)—the © 
final supplementary estimates of the year. However, the appropriations requested were — 


substantially less than the amounts required for payment of the accounts coming in 
course of payment at the end of the year. The departments concerned are: 


1. DEPARTMENT OF NATIONAL DEFENCE.—Included in the 1963-64 Supplementary Estimates | 


(E) was an amount of $13,653,000 (Vote 35e) for Operation and Maintenance, Royal | 


Canadian Air Force. This amount was substantially short of the amount actually required 
and accounts amounting to more than $12 million had to be carried forward and paid 
out of funds appropriated for the year 1964-65. 


2. DEPARTMENT OF MINES AND TECHNICAL SURVEYS (Dominion Coal Board).—Although the | 
1963-64 Supplementary Estimates (E) included an additional amount of $3,914,600 © 


(Vote 140e) for payments in connection with movements of coal, this proved to be 


substantially short of the amount required to meet claims that came in course of | 
payment to the close of the fiscal year. The result was that claims amounting to — 


$2,380,000 had to be carried forward to the fiscal year 1964-65. 


3. DEPARTMENT OF FINANCE.—The 1963-64 Supplementary Estimates (EH) included an 


additional amount of $2,800,000 (Vote 45e) for payment of municipal grants. This 


amount was insufficient to cover the remaining grants which were approved for payment 
in the fiscal year 1963-64 and grants totalling $806,503 had to be carried forward for 
payment in 1964-65. 


4. DEPARTMENT OF NATIONAL HEALTH AND WELFARE.—Included in the 1963-64 Supplementary 


Estimates (E) was an amount of $2,000,000 (Vote 25e) for the payment of hospital — 


construction grants to the Provinces and Territories. This amount was insufficient to 
meet the remaining claims in the year under review, and claims totalling $458,000 had 
to be carried forward and paid out of funds appropriated for the year 1964-65. 


Another charge properly applicable to the fiscal year under review but which has 
been carried forward as part of the current assets item “Departmental working capital 
advances and revolving funds” is a balance of $2,555,000, included in “Agricultural 
Commodities Stabilization Account” balance of $63,954,000 (see paragraph 97). This 
is the amount by which the $122,235,000 provided by Appropriation Act, No. 2, 1964, 
Department of Agriculture Vote 172e, the final supplementary estimates of the year, 
fell short of meeting the loss of $124,790,000 (exclusive of administrative costs and the 
estimated cost of major services provided without charge by government departments) 
experienced by the Agricultural Stabilization Board during the year under review 
(see also paragraph 163). 

' 

93. Losses reported in the Public Accounts. Section 98 of the Financial Administra-— 
tion Act directs that “every payment out of the Public Officers Guarantee Account ant ; 
the amount of every loss suffered by Her Majesty by reason of defaleations or othel 
fraudulent acts or omissions of a public officer, together with a statement of the circu 
stances, shall be reported annually in the Public Accounts”. 


AUDITOR GENERAL’S REPORT 51 


The statements of losses included in the Public Accounts for 1963-64 were examined 
and it was ascertained that every loss during the year, which had been observed in the 
audit as being of a nature requiring to be reported in the Public Accounts in accordance 
with the foregoing direction, had been included in the listings. Losses in departments 
bg than the Post Office numbered 21 and amounted to $81,364. Of these, 8 involving 
$3,448 were recovered in full during the year, and partial recoveries of $23,330 were 
obtained in other cases. 


During the year the attention of the Treasury Board was directed to the fact that the 
total of $168,263 shown as outstanding at March 31, 1963 in the “Summary” of losses 
(1962-63 Public Accounts, page 37-14) contained 38 balances dating back as far as 
1952-53 on which final action by way of adjustment, recovery, or charge to the Public 
Officers Guarantee Account had not been reported. Of these, 14 balances have been 
reviewed and further action is being reported in the 1963-64 Public Accounts involving 
a net reduction of $11,691 in the amount outstanding. 

Losses suffered by the Post Office Department in 1963-64 numbered 138 and 


amounted to $91,735. Of these, 101 to a total of $53,526 were recovered in full and partial 
recoveries totalled $14,021. 


94. Non-productive payments. In its Fifth Report 1961 the Public Accounts Com- 
nittee requested the Auditor General to include in his future annual Reports to the 
House of Commons a listing of the non-productive payments which might have come to 
iis notice in the course of his audit. 
| After considering the listings of these non-productive payments which were included 
n the 1962 Report and in Appendix 1 of the 1963 Report, the Committee expressed 
soncern at the increasing number which were being noted. It requested that the Auditor 
| =e continue to include listings in his annual Reports of all non- -productive payments 
coming to his notice in the course of his audit. 
In accordance with this request, a listing is given as Appendix 2 to this Report of the 
vayments that, in the absence of a precise definition, might be regarded as non-productive 
n character which were observed in the course of the audit of expenditures for the fiscal 
rear 1963-64. It will be noted that there are 35 items listed in this appendix which 
ompares with 37 items listed in the previous year’s Report. 

The listing given in Appendix 2 does not detail non-productive payments noted in 
he course of our examination of the accounts of Crown corporations. Details of these will 
e found in the individual paragraphs in the Crown corporations’ section of this Report. 


f 
} 
{ 


| Summary of Assets and Liabilities 
| 95. The Statement of Assets and Liabilities as at March 31, 1964, with comparable 


gures at the end of the preceding year, prepared by the Department of Finance for 
clusion i in the Public Accounts and certified by the Auditor General in accordance with 
*etion 64 of the Financial Administration Act, is reproduced as Exhibit 2 to this Report. 
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Assets 


96. The following table lists the assets at March 31, 1964, by main headings in the 
Statement of Assets and Liabilities, in comparison with the corresponding balances at the 


close of the two previous fiscal years: 
March 31, 1962 March 31, 1963 March 31, 1964 


Chivrent assets’ 22 edict n etint trontd oo a $ 1,246,179,000 $ 820,411,000 $ 1,287,063,000 
Advances to the Exchange Fund Account .. — 1,793,000,000 2,736,000,000 2,601,000,000 
Sinking fund and other investments held for 

retirement of unmatured debt ......... 19,432,000 22,312,000 == 
Loans to and investments in Crown cor- 

WOCRTIOUG la kz. a adic uae ale avnbie aarte 5 6 3,985,330,000 4,468,119,000 4,584,195,000 
Loans to national governments .......... 1,339,797 ,000 1,210,777,000 1,195,685,000 
Other loans and investments ............. 993,863,000 1,110,655,000 1,197,816,000 
Securities holdin trust ...5.065 55 seule aiveays 25,837,000 26,016,000 38,882,000 
Weterredercharcesa wy: sess eke cites. 727,826,000 936,644,000 400,361,000 
SUSPEnSe (ACCOUNES “Secs manent s caus ware cere = 136,000 136,000 141,000 
Inactive loans and investments .......... 94,824,000 94,824,000 94,824,000 

Total recorded assets ............ 10,226,224,000 11,425,894,000 11,399,967,000 

Less—Reserve for losses on realization of 
BSSECUS se act elie as estonia Wate watts asteeereees 546,384,000 546,384,000 546,384,000 
Net recorded assets .............. $ 9,679,840,000 $ 10,879,510,000 $ 10,853,583,000 


97. Current assets. The balances included under this heading at March 31, 1964, with 
the comparable balances at the close of the two previous years, were: 


March 31, 1962 March 31, 1963 March 31, 1964 


Ca TN whites rot ake aah PSS are 5% Wl caisna-eld ye a $ 895,321,000 $ 511,347,000 $ 984,643,000 


Departmental working capital advances and 
revolving funds: 


Agricultural Commodities Stabilization 


OCG Uohactg Sore Ae OM arenes bce ae 132,783,000 139,043,000 63,954,000 
Defence Production Revolving Fund .... 27,297,000 39,068,000 27,791,000 
Bullion and coinage accounts .......... 20,655,000 27,212,000 29,401,000 
Stockpiling of uranium concentrates .... — — 13,537,000 
Oem Pert Goh eie x okcev ws Se he eGe as 42,645,000 37,944,000 34,123,000 

223,380,000 243,267 000 168,806,000 

Securities held for the Securities Investment 
PICOIGIE Ge chert wie wierer nen eed eases Ata Peraies 94,608,000 33,480,000 99,860,000 
Other current assets ............cceeeeeees 32,870,000 32,317,000 33,754,000 


$ 1,246,179,000 $ 820,411,000 $ 1,287,063,000 
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The $63,954,000 balance of the Agricultural Commodities Stabilization Account at 
March 31, 1964 was $75,089,000 less than the corresponding amount at the end of the 
preceding year due to a sharp reduction in inventories of butter and pork and to the write- 
off of an inventory revaluation loss of $50,845,000 and a fire loss of $5,032,000. 

The decrease of $11,277,000 in the government’s equity in the Defence Production 
Revolving Fund was due to deliveries of defence supplies to customers during the year 
and to a substantial increase in accountable advances received from customers. In addition, 
the working capital advance to Canadian Arsenals Limited was reduced by $1 million. 

The amount of $13,537,000 for stockpiling of uranium concentrates represents charges 
in 1963-64 to Department of Trade and Commerce Vote L63c which provided $20,000,000 
for the acquisition in the 1963-64 and 1964-65 fiscal years of uranium concentrates by 


Eldorado Mining and Refining Limited on behalf of Her Majesty in right of Canada and 


for the cost of stockpiling the uranium concentrates so acquired. 

The $99,860,000 balance of the Securities Investment Account represents, at amor- 
tized cost, temporary holdings of securities of Canada by the Minister of Finance under 
the authority of section 17 of the Financial Administration Act. The large increase, 
$66,380,000, over the corresponding balance at the close of the preceding year was due 


_ Mainly to a substantial holding of Government of Canada treasury bills at March 31, 


1964. 


98. Advances to the Exchange Fund Account. This Account is operated by the Bank 
of Canada on behalf of the Minister of Finance, and advances are made by the Minister 
from time to time within the maximum ($3,000,000,000 at March 31, 1964) authorized 
by the Governor in Council under section 23 of the Currency, Mint and Exchange Fund 
Act, R.S., c. 315. The advances to the Account at each year-end are included in the State- 


ment of Assets and Liabilities at their total, less repayments, with a parenthetical note 


giving the market value of the investments from the advances. Thus at March 31, 1964 
the amount shown for Advances to the Exchange Fund Account was $2,601,000,000, 
being the total of the advances less repayments, whereas the market value of investments 
from advances was $2,631,200,000, indicating an unrecorded surplus of $30,200,000. By 
comparison, at the close of the preceding year there was an unrecorded surplus of 
$21,046,000. 


A summary of the transactions in the Account for its financial year ended December 


31, 1963 is included in paragraph 177 of this Report. 


99. Sinking fund and other investments held for retirement of unmatured debt. This 


item represented the investments held for the sinking fund maintained with respect to 
_ Newfoundland loans which were assumed under the Terms of Union. The loans reached 
Maturity during the fiscal year under review and the sinking fund was closed out. 
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100. Loans to and investments in Crown corporations. The following schedule shows © 
the nature of these loans and investments at March 31, 1964: 


Capital stock 
at cost Advances Total 

Central Mortgage and Housing Corporation $ 1,916,142,000 $ 1,916,142,000 
Canadian National Railways ............. $ 995,533,000 415,353,000 1,410,886,000 
The St. Lawrence Seaway Authority ..... 415,761,000 415,761,000 
iPyaooy (Cheehim (Cinpoerciner! fonccncuoasccccc 338,873,000 338,873,000 
National HarbourssbOard. sceeseeerier ene. 198,134,000 198,134,000 
Export Credits Insurance Corporation .... 5,000,000 53,375,000 58,375,000 
Canadian Overseas Telecommunication Cor- 

TOOLAULON Meet Pete pre tterecn rare hecs cris lel teroters 55,462,000 55,462,000 
Atomic Energy of Canada Limited ....... 15,000,000 38,660,000 53,660,000 
National Capital Commission ............ 52,987,000 52,987,000 
Polymer Corporation Limited ............ 30,000,000 30,000,000 
Northern Canada Power Commission .... 22,388,000 22,388,000 
Eldorado Mining and Refining Limited.... 8,247,000 8,247,000 
Canadian Arsenals Limited ........-..--- 7,500,000 7,500,000 
aii Or Camera, kine soya te tnd adem 5,920,000 5,920,000 
Canadian Commercial Corporation ....... 5,500,000 5,500,000 
Canadian Broadcasting Corporation ...... 3,000,000 3,000,000 
Canadian National Railways—re Yarmouth- 

lnghe lslendeyelea WSea" coommaddougcodocdgons 739,000 739,000 
Canadian National (West Indies) Steam- 

Bias sabes 2... va erat nate: ae ee erie 1,000 324,000 325,000 


Canadian Patents and Development Limited 296,000 296,000 


$ 1,059,997,000 $ 3,524,198,000 $ 4,584,195,000 


The total of $4,584,195,000 (an increase of $116 million over the previous year) does 
not represent the total equity of the Government of Canada in its Crown corporations at 
March 31, 1964. This equity, in fact, amounted to $6,088,172,000 as shown by their 
individual financial statements published in Volume III of the Public Accounts. The 
principal reason for this is that the Government of Canada maintains its accounts 
on a modified cash basis which does not provide for recording as assets such items as 
surpluses of Crown corporations or the cost of capital assets which were charged by the 
Government as expenditure. In no sense does the Statement of Assets and Liabilities of 
the Government of Canada purport to be a consolidation including the accounts of its 
wholly-owned corporations. On the other hand, the corporations maintain their individual 
accounts on the accrual accounting basis followed in commercial practice, and in a — 
number of cases have fiscal years conforming to the cycle of their individual operations — 
rather than the April 1 to March 31 fiscal year used by the Government. j 


The excess of $1,503,977,000 existing at March 31, 1964 as a result of the foregoing 
is reconciled and explained in Appendix 12 to be found in Section 9 of Volume I of the 


Public Accounts, entitled “Government of Canada Equity in Crown Corporations as at 
March 31, 1964”. 
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The advances to Central Mortgage and Housing Corporation increased by $113 
million resulting from additional advances of $120 million, less repayments of $68 million, 
pursuant to section 22 of the Central Mortgage and Housing Corporation Act, R.S., ¢. 46, 
together with advances of $79 million, less repayments of $16 million, in respect of Federal- 
Provincial projects. Other advances were repaid to the extent of $2 million. 


The total for Canadian National Railways reflects a decrease of $28 million during 

the year due to repayments of $53 million of previous years’ advances, offset to the extent 

of $25 million by a further investment in 4% preferred stock in the company pursuant 

to section 12 of the Canadian National Railways Financing and Guarantee Act, 1962-63, 
| 1968, c. 31. 


The amount shown for The St. Lawrence Seaway Authority reflects an increase of 
$25 million comprising additional loans during the year of $11 million and a net increase 
| of $14 million in deferred interest on loans (see paragraphs 112 and 159). 


The amount for Farm Credit Corporation shows an increase of $70 million over the 
preceding year due to further loans of $67 million under the Farm Credit Act, 1959, c. 43, 
and an additional $3 million subscription to the capital of the Corporation by the Govern- 


‘Iment under section 12 of the Act. 


| The amount shown for Export Credits Insurance Corporation reflects an increase of 


$23 million in advances to enable the Corporation to provide financing for long-term 
export sales of capital goods. 


The $53 million shown for National Capital Commission represents an increase of 
$12 million in loans to the Commission for the purpose of acquiring additional property 
in the National Capital Region. 


Loans to Northern Ontario Pipe Line Crown Corporation which amounted to 
$110,555,000 at March 31, 1963 were repaid in full during the year under review following 
the sale of the Northern Ontario section of the all-Canadian natural gas pipe line. 


101. Loans to national governments. The following is a listing of the balances of 
these loans at March 31, 1964 in comparison with the corresponding balances at the close 
of the two previous years: 

March 31, 1962 March 31, 1963 March 31, 1964 


LE Ue ae $ 34,605,000 $ 32,298,000 $ 29,991,000 
CL: ee 135,200,000 67,600,000 67,600,000 
LL ee a 24,831,000 20,117,000 25,424,000 
Rrtae NISRA" Vhs cede iN swe ove seeewd es 68,850,000 32,130,000 32,130,000 
SURE Ger LGN EOS 259d gd vw dois 60S ova bs 1,074 476,000 1,057,045,000 1,039,277,000 


MCP EOCOUNUTIOS Reps ce Gila ce c's ovale cdews 1,835,000 1,587,000 1,263,000 


$ 1,339,797,000 $ 1,210,777,000 $ 1,195,685,000 
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The reduction of $15 million during the year under review was due to a repayment 
of $18 million by the United Kingdom on its loan authorized by the United Kingdom 
Financial Agreement Act of 1946. Although India repaid $5 million of its loan for the 
purchase of wheat and flour, the balance at March 31, 1964 shows an increase of $5 million 
due to a loan of $10 million for the purchase in Canada of aircraft and associated spare 
parts. No payments were due from France or the Netherlands during the year because 
of the special payments made during the previous year. 


102. Other loans and investments. The balances comprising this asset item at March 
31, 1964, with the comparable balances at the end of the two previous years, were: 
March 31,1962 March31,1963 March 31, 1964 


Subscriptions to capital of and working 
capital advances and loans to interna- 


tional Morgan Zab Ons siete «)-hiae erence $ 659,936,000 $ 693,998,000 $ 702,130,000 
Veterans’ ‘Land Act advances ............ 207,953,000 224,486,000 243,327,000 
Less—Reserve for conditional benefits .... 30,598,000 28,467,000 26,357,000 
177,355,000 196,019,000 216,970,000 
Loans to provincial governments ......... 97,879,000 116,818,000 113,652,000 
Temporary loans to Old Age Security Fund — 41,679,000 99,960,000 
Housing projects for the Canadian Forces 6,430,000 12,514,000 17,930,000 
Balances receivable under agreements of 
sale: tol Crownysassets! «pe mecnies eveiect cee 10,622,000 8,303,000 5,959,000 


Other Palsnces’ 4 sawyer neenssmtee sa wena ce 41,641,000 41,324,000 41,215,000 


$ 993,863,000 $ 1,110,655,000  $ 1,197,816,000 


The following is a listing of the balances comprising the $702,130,000 shown for the 
first item in the above table as at March 31, 1964: 


Subscriptions to capital: 


sina « mlnpain woe sii elaiaty atans'sid’ase W's Oonieie ¢ Mick teraee RG ramet $ 577,250,000 


tS alatoaiss BAe ee eat 80,483,000 

Intertiational Development Association: ..0...2.,c6.00r0lececkils le cee ee ee 32,798,000 
Intermaonal Mingnce- Cormorauion cc rucnx cease) ook dee ve chock ee See 3,522,000 
694,053,000 

Worcng capital advances and. loans». fin. ¢, cou 5.090 eh vacuielwciacan Wee 8,077,000 
$ 702,130,000 


During the year, Canada subscribed an additional $8 million to the capital of the 
International Development Association. 
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The increase of $58,281,000 in temporary loans to the Old Age Security Fund rep- 
resents the deficit resulting from transactions during the fiscal year 1963-64 in the 
special account provided for by section 11 of the Old Age Security Act, R.S., c. 200. The 
following is a summary of the transactions relating to the Fund during the past three 
years: 


1961-62 1962-63 1963-64 
Collections of tax 
Nera re eee Ne ss po cn waeaty ike $ 284,879,000 $ 302,239,000 $ 331,760,000 
PRBNGECODAL JN COMES fic gi cie sc vies c's sv abs sce cces 258,950,000 273,650,000 302,600,000 
WMEORMOTALION MINCOMES: 5 40:40 decades vec cas 100,125,000 115,250,000 115,750,000 


643,954,000 691,139,000 750,110,000 
Payments of pensions under the Old Age Security 


eee; Sree we, RS bo 625,107,000 734,382,000 808,391,000 
| Deficiency (surplus) for the year .............. (18,847,000) 43 243,000 58,281,000 
Preceding year’s balance brought forward ...... 17,283,000 (1,564,000) 41,679,000 
ence (surphisy “at ‘year-end’... 000.00 $ (1,564,000) $ 41,679,000 $ 99,960,000 
em ie 


103. Securities held in trust. The amount of $38,882,000 shown under this heading 
epresents securities held for the following accounts: guarantee deposits in respect of oil 
nd gas permits, $21,308,000; contractors’ securities, $6,607,000; guarantee deposits in 
espect of customs duties and excise taxes, $4,763,000; securities held for pilots’ pension 
unds, $4,209,000; and other, $1,995,000. 


} 
} 


104. Deferred charges. The balances included under this heading at March 31, 1964, 
‘ith the comparable balances at the close of the two previous years, were: 


March 31,1962 March 31,1963 March 31, 1964 


Unamortized portion of actuarial deficiencies— 


Public Service Superannuation Account ........ $ 276,661,000 $ 276,661,000 $ 276,661,000 
Canadian Forces Superannuation Account ...... 326,300,000 524,849,000 — 
Royal Canadian Mounted Police Superannuation 
ELCCOUDEE Uae ot Bin he. 10, geatieratt. il, 3: 3,033,000 3,533,000 — 
606,494,000 805,043,000 276,661,000 


Unamortized loan flotation costs .............005 121,332,000 131,601,000 123,700,000 


$ 727,826,000 $ 936,644,000 $ 400,361,000 


_ The amounts appearing under the heading “Unamortized portion of actuarial defi- 
‘encies” represent the balances of amounts credited to the superannuation accounts to 
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cover actuarial deficiencies 
charges” account. In the fise 
pertaining to the Canadian Force 
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off to net debt as an accounting adjustment in respect of prior years’ transactions. 


cost of discounts 


The item “Unamortized loan flotation costs 
and commissions incurred in the issuance of loans. The following is a 


summary of the transactions for the year under review: 


Pbnce ope L196 ee oeicarcy leis ts cece ses een ee Palle gies > mantelescian same Gee eters $ 131,601,000 
Add: 
Costs incurred in issuing new loans during the year ........+-++eeseeererees 39,058,000 


Adjustments due to cancellations, exchanges, conversions and additional issues of 


Existitig LOANS Saewe re ae dsinns cee ieathne = sol nn eiew i snares feialb a sn oe eaten commer 4,237,000 
174,896,000 

Deduct: 
Amortization charges included in 1963-64 expenditure .........seeeeeeeeeeeeeees 51,196,000 


Balance, March 81, 1964 20.66.0200 sscene eta cnnes awsceice sins tindiamle erica serie $ 123,700,000 


105. Suspense accounts. The $141,000 shown for this item on the assets side of the 


” records the unamortized portion of the 


Statement represents the balance of the Cheque Adjustment Account, which reflects the 


total of the individual balances that remained unadjusted in the process of reconciling 


payments to the chartered banks for redemption of paid cheques with the relative amounts 


as subsequently determined. The balance includes amounts relating to the fiscal years 
1942-43 to 1961-62 (see paragraph 124). 


106. Inactive loans and investments. The $94,824,000 shown for this item in the 


Statement at March 31, 1964, unchanged from the two previous years, comprised the 
following balances: 


Loan to China, in 1946, under the Export Credits Insurance Act ................ $49,426,000 


Loans to Greece and Roumania, in 1919, for the purchase of goods produced in 
OAT Smee gear sarap cpt came dn seo gaye ates de Ava cdo aa's wk SACS chavs Sh creel I Ie en 30,854,000 


Balance arising out of implementation of guarantee, given under the Export Credits 
Insurance Act, of loans by chartered banks to Ming Sung Industrial Company 
(carrying prior guarantee by the Government of China) .................0eceee: 14,470,000 


Loan to Province of Saskatchewan, in 1908, for the purchase of seed grain—last 
payment received in 1959-60 


$94,824,000 


oO ee eee ee ee ee Eas 74,000 


| 


| 


in those accounts with offsetting charges to this “Deferred | 
al year ended March 31, 1964 the balances in this account — 


s and the Royal Canadian Mounted Police were written — 


\ 
¥ 
f 
| 
{ 
} 


| 
5 
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107. The following table lists the liabilities at March 31, 1964 by main headings in 


March 31, 1962 


Current and demand liabilities .......... $ 1,234,244,000 


Deposit and trust accounts .............. 266,624,000 
Annuity, insurance and pension accounts .. 4,245,942,000 

Undisbursed balances of appropriations to 
poecialeaccouniser ante Ace, [eee en, 115,135,000 
Wererred credits Vlei st <x oss. ee, 94,991,000 
Btispense Accounts...) ....ssceceecesccses 5,305,000 
Mi NALIRGG debby. cnr: gc:05 hee « dalvtevers aes « < 16,945,736,000 
$ 22,907,977,000 


March 31, 1963 


$ 1,631,478,000 
225,203,000 


4,747,017,000 


119,952,000 
107,739,000 
6,055,000 


17,961,836,000 


$ 24,799,280,000 


March 31, 1964 


$ 1,619,961,000 
196,454,000 


5,131,054,000 


111,601,000 
119,447,000 
5,118,000 


18,740,097 ,000 


$ 25,923,732,000 


the Statement of Assets and Liabilities in comparison with the corresponding balances 
at the close of the two previous fiscal years: 


108. Current and demand liabilities. The balances comprising this item in the State- 


ment at March 31, 1964, in comparison with the corresponding balances at the close of 


che two previous years, were: 


March 31, 1962 


Non-interest bearing notes payable to the 


International Monetary Fund and the 


International Development Association ..$ 372,032,000 
meena payable :. tse. scrcle eee ee. 280,711,000 
Outstanding treasury cheques .............. 265,821,000 
PAG PCSPMACCTUEO 6 oo oss caiainn cise eccieieine occas 174,601,000 
OES) 0 ae a 73,846,000 
BE UECA AACDET «By epictones mo ocscie + wiasessnes dees 36,439,000 
Biperpbalancesingretyc. 0. echt. . aed. desereicss 30,794,000 


$ 1,234,244 000 


95480—5 


March 31, 1963 


$ 757,284,000 
267,364,000 
266,549,000 
196,974,000 

79,461,000 
32,467,000 


31,379,000 


$ 1,631,478,000 


March 31, 1964 


$ 586,996,000 
342,673,000 
319,894,000 
215,973,000 

91,894,000 
26,820,000 


35,711,000 


$ 1,619,961,000 
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109. Deposit and trust accounts. The following is a listing of the balances included 
in this item at March 31, 1964 in comparison with the corresponding balances at the 


close of the two previous fiscal years: 
March 31, 1962 March 31, 1963 March 31, 1964 


Trdiat trash Wade vis gt eee olen evens emer g $ 28,523,000 $ 28,877,000 $ 29,167,000 
Guarantee deposits ....--.seessceeeresererccees 10,403,000 12,505,000 27,375,000 
Post Office Savings Bank .....-.++eeeeeerecees 27,365,000 25,880,000 24,605,000 
Deposits by Crown corporations ......-+++eeeees 24,175,000 30,004,000 13,650,000 
Canadian Pension Commission (Administration 

denak FUN)... sd eussicw deans ee een” 12,087,000 13,024,000 13,490,000 
National Harbours Board ......-++++-++s+ee0e> 7,592,000 7,855,000 13,320,000 
Instalment purchase of bonds by public service 

BI PLO VOCS ac cies os ele Fs. cle brie signi nee min tie *9)e? 12,416,000 12,297,000 12,535,000 
Contractors’ holdbacks ......-++e+seeeeeeee ees 17,793,000 17,724,000 8,604,000 
Contractors’ security deposits ......-+seeeeeee ees 18,003,000 13,025,000 7,961,000 
Korean operations pool .......+seeeeeeeeeereres 16,117,000 16,117,000 _— 
Other balances .....-ccceses seen cece sense ee cenns 92,150,000 47,895,000 45,747,000 


$ 266,624,000 $ 225,203,000 $ 196,454,000 


The substantial increase in the balance shown for the item “Guarantee deposits” is 


largely due to amounts deposited with the Department of Northern Affairs and National 


Resources as guarantees for oil, mineral and timber rights and licences. 


The balance of $24,605,000 shown for the Post Office Savings Bank is the amount 
on deposit in 301,024 depositors’ accounts—a drop of $1,275,000 and 253 accounts during 
the year. Interest is paid on the amounts on deposit at a rate of 25%. 


The reduction of $16 million in deposits by Crown corporations was due to repayment 
of the deposit of Atomic Energy of Canada Limited, of which $14 million was applied 
as a reduction in capital stock. 


The decrease of $9,120,000 in contractors’ holdbacks is mainly attributable to 4 
lessened tempo of construction activity. 


The sharp decrease in the amount of contractors’ security deposits is largely due 
to an extension in the use of surety bonds in recent years coupled with a decline in 
expenditures under contracts for which security is normally required. 


The accounts of the Korean operations pool were maintained by the Australian 
Government and recorded the expenditures incurred by the Commonwealth countries 
which had participated in the Korean war, and the apportionment of these expenditures 
among the countries according to their respective shares. A final accounting was made 
during the fiscal year ended March 31, 1964 with Canada making a final payment of 
$11 million. The balance in the account was cleared to non-tax revenue. 
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The $45,747,000 shown for “Other balances” at March 31, 1964 represents the total 
of 86 balances, including: Veterans’ trust funds, $7,985,000; Army Benevolent Fund, 
65,779,000; deposits by the Government of the United States of America to cover 
*xpenditures to be made on its behalf, $5,084,000; deferred pay of Armed Forces person- 
1el, $3,747,000; common school funds, $2,678,000; prepayments to Royal Canadian Mint 
or coin sets, $2,551,000; Northwest Territories revenue account, $2,356,000; National 


Research Council special fund, $2,276,000; and Emergency Gold Mining Assistance 
1oldbacks, $2,161,000. 


110. Annuity, insurance and pension accounts. The balances making up this item at 
Aarch 31, 1964, in comparison with the corresponding balances at the close of the two 
irevious years, are given in the following table: 


March 31, 1962 March 31, 1963 March 31, 1964 


Government Annuities Account .......... $ 1,235,305,000 $ 1,264,436,000 $ 1,284,262,000 
| Public Service Superannuation Account .... 1,586,929,000 1,724,116,000 1,856,408,000 
Canadian Forces Superannuation Account -.  1,279,239,000 1,605,797,000 1,821,525,000 
Royal Canadian Mounted Police Super- 
| eunuation Accousil) BOOM « <<< oiceseeovoren 32,136,000 37,284,000 45,987,000 


eretenalanges oot. ss let 112,333,000 115,384,000 122,872,000 


$ 4,245,942,000 $ 4,747,017,000 $ 5,131,054,000 


__ The transactions during the year ended March 31, 1964 in each of the Accounts listed 
dove are summarized as follows: 


avernment Annuities Account 


WM Palene=wApril 1, 1963 ........-06060-00--00-...c $ 1,264,436,000 
| 


Add: 
| Ree reese taraived ns.) cl.osccsccs ee $ 29,413,000 
| OS. NE ee a a 48,383,000 
——______— 77,796,000 
1,342 232,000 
| Deduct: 
Vested annuity and commuted value payments and refunds 57,092,000 
| Transfer to Revenue of the excess over Fund valuation .... 878,000 
57,970,000 
Memeemnsarch’31, 1964000 ee $ 1,284,262,000 


95480—53 


| 
; 
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Public Service Superannuation Account 


Balahvowevprilel, 1960. svete rene sas eerste $ 1,724,116,000 
Add: 
Contributions by participants .....---seseererseerreeeseee® $ 59,939,000 
Contributions by Government .....--++esserssretserestees 57,015,000 
Trterest: Credits iu sea eee e lenis tie 0k nem ine rina pee tiari Io 71,756,000 
Giller evedttss foc. eae cre wwe vices wees om ehh ate meee 390,000 
———_—__—_——- 189,100,000 
1,913,216,000 
Deduct: 
Anni ye pay Mente: cg. erie ss merenei ae Sere eer sven yee 47,824,000 
Withdrawals of contributions ........eeseeeeeeeeerereces 8,410,000 
Other Charges: < cede aisenie aes deem yeti wientome marina ret 574,000 
56,808,000 
Balance, March 31, 1964 .....--csescssersccessecseecsssseees $ 1,856,408,000 


See paragraph 123 of this Report with respect to the actuarial valuation of this Account. 


Canadian Forces Superannuation Account 


Balance, April 1, 1963 ..........ceccscecsenseerserersecess $ 1,605,797,000 
Add: 
Contributions by participants ....... see eee ee eee eee e ees $ 36,054,000 
Contributions by Government ........eeeeeer eee ener sees 136,155,000 
TNESLESHICECGIGS << cece e semtonierocicis sels oe tecnreensletelole)orola/elsleielonisielexere 66,308,000 
OP MerICre dibs ec ecto eae ee rte eel oeeakelekededefoteirlaisleleereh farenelore 176,000 
238,693,000 
1,844,490,000 
Deduct: 
Annuity payments .........ceecceeer eee c ceed eeeceoncecees 13,365,000 
Gratuities and withdrawal allowances .......-..-seeseeeeees 9,531,000 
Other Charges so) occas ccna we sins Goyer sais nate sins sive she 69,000 
——————— 22,965,000 
Balance, March 31, 1964 ...........ceeeeee cece rete cere eeeees $ 1,821,525,000 


Royal Canadian Mounted Police Superannuation Account 


Balances Aprile f) 1068) 5. <.ccsye cs «tu (olas Se ee Bratasiete > «eine aetoietar els ware tetra $37,284,000 
Add: 
Contributions by participants ........6.0cccccceecessrscowersersses $ 1,795,000 
Contributions by Newfoundland . 2.2.05 ste sine sce welvne see sess ee 17,000 
Contributions by Government 20.2... 00csceereces cde cieccencceecene 5,887,000 
TBAT Heeb tO GaTO Nl stam Ginn eee Banoo ao cla nin SanG CHE AS GEO COO. OOS. SOE 1,577,000 
a 9,276,000 
46,560,000 
Deduct: 
Annuities and allowances, paymentsme es. cstelese mericiierssrsieienctotierets 365,000 
YWergesststatoya, johnei? wememorne anad COCO MAE A OGOs boa TOGO BOnOOO OE 205,000 
CO)themecbarresy eects susie: cicreere  assiciee oeer aretha is iercale eteteetenorstere ters tarere 3,000 
———— 573,000 


Balbinee Waren: 31; 1964 »c.< 4 sa:cateha ne octet aGlatelaace a's aie 'e's ute ee satan $45,987,000 
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Included in “Other balances” is an amount of $1,671,000 at March 31, 1964 for the 
Members of Parliament Retiring Allowances Account. The transactions in this 


Account 
during the year are summarized as follows: 
Erase, CUES NAGS renin, A). SUOM. OY. MOE) ante 1 Olen yeep. $ 1,295,000 
| Add: 
| Contributions by participants ............0..cccceccecccccceceece.. $ 253,000 
Contributions by Government ........... 0.00. ec ceeeeccecceccecce, 377,000 
PO CE eae One ne Ao 57,000 
| —_ 687,000 
| 1,982,000 
| Deduct: 
eo aeal olicwancey Serer e, tees AO Lae 298,000 
Bete adrowal /AUOWAN GES mina. .atiowewstedcrris ce leeillcekleesehclk 13,000 
——— 311,000 
| SETS ESS Y Ig bo) Oe el eee eee een $ 1,671,000 


Also included in “Other balances” is the $16,796,000 uninvested portion of the 
Unemployment Insurance Fund on deposit with the Receiver General. A summary of 
the transactions in the Fund during the year under review, in comparison with the 
s0rresponding amounts for the two previous fiscal years, is given in paragraph 184. 


111. Undisbursed balances of appropriations to special accounts. The following is a 
isting of the balances included in this item in the Statement of Assets and Liabilities, 


sompared with the corresponding balances at the close of the two previous fiscal years: 


March 31,1962 March 31,1963 March 31, 1964 
WE ColombowPlon “Fund: sos .u..0080 ee ooeecrc $ 77,626,000 $ 85,325,000 $ 84,451,000 


SO COELO CAD Dee ee 33,754,000 26,703,000 17,649,000 

Breonal Capital But a. os) o, overe olde 8 Pes oh: 3,660,000 6,776,000 6,426,000 

Centennial of Confederation Fund ............. — 1,000,000 3,000,000 

| eer eer SECT EN ee 95,000 148,000 75,000 
SSE AT 


$ 115,135,000 $ 119,952,000 $ 111,601,000 


During the year ended March 31, 1964 an amount of $41,500,000, provided by 
department of External Affairs Vote 55, was credited to the account for the Colombo 
‘lan, while expenditures totalling $42,374,000 were charged to the account for aid given 
? countries in South and South-East Asia. 

_ Amounts totalling $5,100,000, provided under section 265 of the Railway Act, RS., 
234, and Department of Transport Vote 212, were credited to the account for the 
allway Grade Crossing Fund during 1963-64, while expenditures totalling $14,154,000 
ere incurred in aiding in the cost of installing protective devices at railway grade 


‘ossings, grade separations and reflective markings on the sides of railway cars. 


| 
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During the year ended March 31, 1964 an amount of $7,500,000, provided by Depart. 
ment of Public Works Vote 220, was credited to the account for the National Capita. 
Fund, while amounts totalling $7,850,000 were charged to the account for payments tc 
the National Capital Commission to finance the cost of capital projects approved by 
the Governor in Council. | 

Reference is made to the Centennial of Confederation Fund in paragraph 143 0 


this Report. 


112. Deferred credits. The following is an analysis of this item at the close of thi 
1963-64 fiscal year and the two previous years: | 


March 31,1962 March 31,1963 March 31, 1964 


Deferred interest on loans to The St. Lawrence 


Seaway AWthority <..cscesdsvnccnese ese selpe ees $ 33,716,000 $ 49,388,000 $ 63,761,000 
Deferred interest on loans made under the United 

Kingdom Financial Agreement Act, 1946 ...... 44,174,000 44,174,000 44,174,000 
Equity in agency account of Crown Assets Disposal 

Corporation *...2.. b. Sane patie «ois ose eenin ale oe 7,242,000 5,884,000 5,173,000 
Credits arising from the recording of agreements of 

sale of @rowm assets ....---e + 4osseees ew ane 8,772,000 6,743,000 4,702,000 


Ovi pu e EMNGES Ap useqacbosces von do dnchdecépnad6x 1,087,000 1,550,000 1,637,000 


$ 94,991,000  $ 107,739,000  $ 119,447,000 


The only significant change during the year was the increase of $14,373,000 in th 
deferred interest on loans to The St. Lawrence Seaway Authority. During the year th 
Authority paid $2,500,000 on account of interest previously deferred, while payment ¢ 
interest for the year 1963, amounting to $16,873,000, was in turn deferred. This deferre 
interest is payable by the Authority over a 45 year period commencing in 1966, alor 
with repayments of principal (see paragraph 159). 


113. Suspense accounts. There was no appreciable change in this item on the liabil 
ties side of the Statement during the year ended March 31, 1964. The year-end figure ‘ 
$5,118,000 included balances of $1,306,000 for the unclaimed cheques account af 
$1,012,000 for the National Defence replacement of materiel account. During the yea 
credits to the latter account totalled $362,000 for the proceeds of sales to other countrie 
pursuant to section 11 of the National Defence Act, while an amount of $472,000 wi 
charged for the procurement of replacement materiel. An amount of $145,631 collect 
by the Prairie Farm Rehabilitation Administration and held in this account at the yea 


end was subsequently paid over to certain municipalities in May 1964 (see paragraph 1 
of this Report). | 
i 
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114. Unmatured debt. A summary of the unmatured debt outstanding at March 31, 


1964 in comparison with balances outstanding at the close of the two previous years, 


is as follows: 
| March 31, 1962 March 31, 1963 March 81, 1964 


Bonds 
(Raynor in , Canida so... 0 cs<ceoces oosck $ 14,930,571,000 $ 15,385,847,000 $ 16,133,692,000 
Ry MOELORMON 265s 6. + oveasicrctsnessucccs, 31,990,000 34,584,000 as 


A RM SEAS CORTE 98,175,000 376,405,000 376,405,000 
| 15,060 ,736,000 15,796 836,000 16,510,097 ,000 
| Treasury bills (not exceeding 180 days) .. 1,885,000,000 2,165,000,000 2,230,000,000 


Een 


SE 


$ 16,945,736,000 $ 17,961,836,000 $ 18,740,097,000 


| The increase of $748 million in the bond debt payable in Canada is the amount by 
which new borrowings of $3,257 million during the year exceeded redemptions of $2,509 
million of prior issues. Canada savings bonds accounted for $1,201 million of the new 
borrowings and $690 million of the redemptions. 


_ ~The entire bond debt payable in London reached maturity during the year and 
was paid. 


Issues payable in New York were valued at the official parity rate of $1U.S.— 
1.08108 Canadian. 


| It has always been the practice to include treasury bills and bonds maturing within 
he ensuing fiscal year in the amount shown for “unmatured debt” along with issues 
haturing at later dates. In addition to treasury bills of $2,230,000,000 shown in the above 
ummary as maturing within 180 days, the following issues, all payable in Canada, fall 


lue within the current fiscal year: 


Pe em Gta ductMay OTN 19640 on MDMA WEL.od. aol. Senpaie! $ 360,000,000 
Ba eentee) dime December 1.1964) joc... , a et em ee een ei 240,000,000 
Bue eral Gite, October t. 1964. ox... oss. ss chan aadcdechccicscd, cc cosan.. 250,000,000 
| ermmord062 due’ Pebruary 1, 1965 2, IE, . oo ccee er ectcccercone ull 350,000,000 
| Loan of 1963 due July AR Re te ark An STAG 2. ome aiaie he ciactechivete: 175,000,000 
| ete cue October 1 1964 ge. «cc, . «a's x sisinestinetanm nitty ceselvatins.oe¥ectecn.. 185,000,000 
etree sioosidue December; 15, 1964 Oy os oxewetd. vinianeyersaent eee 225,000,000 
Remar 004 adne-Pebruary (1). 1065 cic, ows. dasa eb scdasvleeccce.-: dhe. 65,000,000 


$ 1,850,000,000 
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Net Debt 


115. With the Liabilities amounting to $25,923,732,000 (paragraph 107) and the | 
Assets to $10,853,583,000 (paragraph 96), the Net Debt at March 31, 1964 was 
$15,070,149,000. The following is an analysis of the Net Debt Account for the year under | 


review: 
Balance, April 1, ASCSRS Wess va cia os aioe Aiton ine poten eicisine oe $ 13,919,770,000 
Add—Deficit for the fiscal year 1963-64: 
Bixpenditure: ...0b2cs4ceisee ce ceseans rst eeseseeeees $ 6,872,401,000 
PSI Fesanee GooaoenmaUS DUO cUOt OU Son OO CUO UTC 6,253,204,000 
SS 619,197,000 
Write-off of the unamortized portion of the actuarial 
deficiency in: 
Canadian Forces Superannuation Account .........+- 524,849,000 
Royal Canadian Mounted Police Superannuation 
IW ceia\ hha eee Can Go EOC UDOT ORE DM eT OO GOOG 6,333,000 
——_——_—_———_ 531,182,000 
Balance, Maret 31, 1964 23s qo.rce ce ane ee eear sr ogernme seen $ 15,070,149,000 


Contingent Liabilities 


116. A note on the Liabilities side of the Statement of Assets and Liabilities gives 
the totals of the several classes of contingent liabilities outstanding at the year-end and 
makes reference to the appendix to the Public Accounts (Volume I, page 7°73) where 
details are to be found. 

The following is a summary of the main contingent liabilities with determinate 
amounts which were outstanding at March 31, 1964 in comparison with the corresponding 
amounts at the close of the two previous years: 


March 31, 1962 March 31, 1963 March 31, 1964 


Insured loans made by approved lenders 
under the National Housing Act, 1954 ..$ 3,640,000,000 $ 4,123,000,000 $ 4,499,000,000 


Railway securities guaranteed as to principal 


BN MUN OLORtRY.. seonreac gitar ee fe en cihe tome 1,636,100,000 1,381,361,000 1,377,611,000 
Deposits maintained by chartered banks in 

AMR ORMACA TL Shey ae. Gf neta 696,008,000 741,870,000 840,037,000 
Guarantees under Export Credits Insurance 

CUA AT tual gees faye prccey sits eenasey averace Snapatevere PGES 291,700,000 333,646,000 378,096,000 
Loans made by chartered banks to Cana- 

diansawieat: BOard ein. ciacnic secs cee. 113,555,000 80,331,000 151,313,000 
Other contingent liabilities of determinate 

amounts 


ee ce eee tert eter e 66,299,000 73,998,000 82,217,000 


$ 6,443 ,662,000 $ 6,734,206,000 $ 7,328,274,000 
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Among the contingent liabilities of indeterminate amount is that in respect of loans 
made by approved lending institutions under National Housing Acts prior to the 1954 
Act. 


Comments on Assets and Liabilities 


117. Section 64 of the Financial Administration Act requires that there be included 
in the Public Accounts “‘a statement, certified by the Auditor General, of such of the assets 
and liabilities of Canada as in the opinion of the Minister [of Finance] are required to 
show the financial position of Canada as at the termination of the fiscal year”, 
| 
118. The Statement of Assets and Liabilities as at March 31, 1964 was prepared 
by the Department of Finance on the same basis as in previous years, the following 
explanation concerning this basis being included in the introduction to the Public 
Accounts: 


| “With certain exceptions, taxes and revenues receivable, revenue and other asset 
accruals and inventories of materials, supplies and equipment are not recorded as assets 
(except when these are held as charges against working capital accounts or revolving funds) 
nor are public works and buildings or other fixed or capital assets. Following the principle 
that only realizable or interest- or revenue-producing assets should be offset against the gross 
liabilities, costs of capital works are charged to expenditures at the time of acquisition or 
_ construction. Consequently, government buildings, public works, national monuments, military 
assets (such as aircraft, naval vessels, and army equipment) and other capital works and 
equipment are recorded on the statement of assets and liabilities at a nominal value of $1 as 
__ the value is not considered as a proper offset to the gross liabilities in determining the net 
debt of Canada. 


| “On the liabilities side, accrued liabilities (except for interest accrued on the public 
_ debt) are not taken into account in determining the obligations of the government. However, 
under section 35 of the Financial Administration Act, liabilities under contracts and other 
accounts payable at March 31 if paid on or before April 30 may be charged to the accounts 
for the year. These are recorded as accounts payable in the ‘Current and demand liabilities’ 
| schedule to the statement of assets and liabilities.” 


119. Accounts receivable. Taxes and sundry accounts receivable are not recorded as 
Ssets in the Statement of Assets and Liabilities. 


Information regarding the total accounts receivable of each department at the 
ear-end, in comparison with the corresponding total at the close of the preceding year 
other than with respect to balances receivable by the Taxation Division of the Depart- 
aent of National Revenue) is given in the several departmental sections of Volume II 
f the Public Accounts. There is, however, no one place in the Public Accounts where 
iformation regarding the departmental totals and the substantial overall total of 


ccounts receivable is available. 
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The Public Accounts Committee in its Sixth Report 1964 (see Appendix 1, item 37) 
expressed agreement with the Auditor General’s observation that it would be more 
‘informative to Parliament were a summary showing the overall total of accounts recelv- 
able due to the Government of Canada, whether in memorandum form or recorded on — 
the books, included in the Public Accounts each year. The Comptroller of the Treasury _ 
has since advised that arrangements are under way for the inclusion of such a summary | 
in the Public Accounts commencing with the fiscal year 1964-65. 

The following summary of accounts receivable includes the totals given in the depart- | 
mental sections of the Public Accounts at March 31, 1964 together with the totals of | 
balances receivable as at February 29, 1964 by the Taxation Division, as provided to us © 
by that Division: | 


Previous Years 


Department Current year Collectable Uncollectable Total 
Agricul burel © sek sa esteem slers se $ 590,965 $ 754,708 $ 15,697 $ 1,361,370 
Citizenship and Immigration .. 132,866 356,298 212,006 701,170 
Defence, Production... ees 2 872 1,768 259,329 261,969 
Pinance, nds «peed a ees 24,633 65,997 615 91,245 
AROS Gye one ocean ceneuodooades 231,345 — 224 231,569 
Nationally Delencen re aascms tra 4,337,851 1,692,217 183,100 6,213,168 
National Health and Welfare ... 1,050,126 280,713 138,810 1,469,649 
National Revenue— 

Customs and Excise Division .. 9,619,885* 791,330* 10,411,215 

Taxation Divisloness. se. ee 189,721,781* 25,333,462* 215,055,243 
Northern Affairs and National 

Resources, - 2 sccctaactarcesetiente 279,782 370,112 20,066 669,960 
PublichiWionkss sesnuee eter ae 915,483 647,264 14,439 1,577,186 
Royal Canadian Mounted Police 372,392 10,349 9,729 392,470 
Trade and Commerce .......... 132,524 15,702 11,550 159,776 
Eransports ace metre eects 2,081,878 784,114 32,643 2,898,635 
Unemployment Jnsurance— 

COmmMSslONs wees ater cree 8,906 338 442 9,686 

ABTA Lg toy cn epee oie corer racer ec etetors 4,728 ,082* 4,728,082 
Veterans “Atdirs cc veceg ews Hees 3,605,860 1,988,791 486,104 6,080,755 


awnde bodD oon 302,375 65,259 25,502 393,186 


$ 218,137,606 $ 7,033,630 $ 27,535,098  $ 252,706,334 


* These amounts relate to both the current and previous years. 


The accounts receivable totals shown in the above table were the amounts remaining 
after certain uncollectable debts 


(a) of $1,000 or less had been deleted from the accounts during the year under the authority 
of section 23 of the Financial Administration Act, and 


(b) in excess of $1,000 had been written off under authority of Department of Finance 
Votes 56a and 56¢ of Appropriation Acts No. 5, 1963 and No. 3, 1964 for the year 1963-64 


he 
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A listing by departments of these deletions is as follows: 


Deleted under authority of 


Financial Finance 
Administration Votes Total 
MPTACH AW Classic tas doaeaes ess cessed. 299 $ 31,441 — $ 31,441 
Citizenship and Immigration ............ 160 5,489 $ 5,921 11,410 
ee eeRa MAIS ces gs. ve tev okie nan ca 5 40 11,837 14,531 26,368 
PANO ee ees os cea 24 col'an Saves se 192 6,850 2,944 9,794 
DP ANCTIOG ME MORO. OHA a oes sigs whgiad seks gae.ece 2 40 1,548 1,588 
“ENO a ate MR IRIN ta A 6 36 18,581 18,617 
Mines and Technical Surveys .......... 31 808 1217 2,025 
IN AROMAT “SIETENCOO Ch 6) cr dscalsnyessvaravarvio-orviene 586 91,509 145,102 236,611 
National Health and Welfare .......... 4,140 80,229 — 80,229 
National Revenue—Customs and Excise .. 812 5,295 1,850,947 1,856,242 
Matte NY OVI re he trad Coote ted oan : 685 7,741 133,397 141,138 
Royal Canadian Mounted Police ....... 15 363 17,049 17,412 
Biransport.||. 7. Gus cermnager cas bas eels Sheds 80 7,967 24,707 32,674 
Unemployment Insurance Commission .. 17 332 5,070 5,402 
Ncterane Afiaing tet oo. iartond podnecdtirs 2,113 289,792 393,840 683,632 
Other departments: 62545 . dase ures ob 0a e 111 4,124 — 4,124 


9,289 $ 543,853 $2,614,854  $ 3,158,707 


We have drawn attention in the past several years to the fact that whether accounts 
veceivable are kept in memorandum form or recorded as an asset in the Statement of 
Assets and Liabilities, they are nonetheless debts due to the Crown, and their accurate 
ecording and ultimate collection are primarily responsibilities of the departments con- 
serned. While we have again found that most of the departments having extensive 
\ccounts receivable keep their records accurately and efficiently, this does not apply in 
‘he case of some departments where accounts receivable as such are not an important 
actor. We believe this situation to be largely due to the failure of these departments to 
naintain controlling accounts and to provide for an effective internal verification of the 
secounts by officers other than those responsible for keeping the accounts. Such weak- 
1esses in internal control should be remedied in order to reduce the possibility of accounts 
eing tampered with and collections misappropriated. 


_ The Public Accounts Committee expressed concern over this situation and in its 
’ixth Report 1964 (see Appendix 1, item 37) suggested that the Treasury Board have 
he matter studied with a view to establishing procedures designed to ensure that amounts 
ue to the Crown are adequately recorded and that an accounts receivable control system 
e instituted. The Committee also stated that collection procedures must be tightened up 


nd firmly enforced. 
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120. Accounts receivable—Department of National Revenue. It will be noted from 
the table in paragraph 119 that the accounts due to the Department of National Revenue 
at the close of the year accounted for $225 million of the overall total of $253 million 
owing to the Crown. 

With the co-operation of the officials of the Customs and Excise Division and the 
Taxation Division, the following analyses have been prepared showing the nature of 
the unpaid accounts and, in the case of the Taxation Division, the numbers and amounts 


of the accounts according to their age classifications. 


We believe that analyses or details of this nature, amplifying at least the larger | 


eroupings of debts due to the Crown, should be prepared by the departments responsible | 
and made available to Parliament each year through the medium of the Public Accounts | 


or in the departmental annual reports. 


CUSTOMS AND EXCISE DIVISION.—The accounts receivable of this Division at March 31, 
1964 are summarized as follows: 


Collectable— 
LDS ED Gane ca a esc Aa IIIS oF om COO Ce ODnO COC OCC OCU OIC $ 9,266,407 
@Wlastomss SOLUTES ec ceeee coe eer ores oy si re teches eens oe errs tenep etme Reno nekere 196,963 
Duties and taxes on importations .............cseeeeecesereereees 133,592 
AN VESHERLIONS: Gynceesies.c <Scbteletees.-celp eco eee tin -s clayey yen anes 21,436 
Salary loverpaymMente nvec sc ec ies n+ cklee iiss s wee es nid sgn siclsierey e's sews 1,487 
—_——_———_ $ 9,619,885 
Uncollectable— 
RTT en ob ae ee oe ODDO HA eID OLE OS ro CREATIONS 6400 CD DOUGH ANT 591,403 
GUISUOMIS ASCIZULES) crea cette cai ore tr cretea erora ateite seer olckenec Mone tcrerets ah oeenace 28,490 
ID AHIR hoVel tiebesry LOel sbomyeKrMP ONS soongaoognmuatoduoddcsnacnggooDed 165,342 
Salary povyerpaymieints 3.15.0 5..-c5.5. se sis wteresuatets «feelin vistoiette late ’ste, ofr aca 2,456 
Satire cioy sad es Poe aera Babine seis weitere s wea teke eee renee aie eats s 3,639 
oe 791,330 
$10,411,215 


The figures reported above do not include: 


(a) sales tax assessments made by Excise Tax Auditors but not reviewed by the Director 
of Excise Tax Audit prior to March 31, 1964; 


(b) disputed sales tax assessments; 


(c) additional customs duties and taxes owing by reason of amending customs entries which | 


have remained unpaid for less than six months; 


(d) amounts determined by the Investigations Branch to be owing, other than currently 
active accounts. 


We have discussed the foregoing omissions with the officials of the Division and have 


been informed that steps will be taken to ensure the prompt recording as accounts 
receivable of all amounts due to the Crown. 


\ 
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TAXATION DIvIsIon.—At February 29, 1964 the following amounts were owing to the 
Crown with respect to income tax, estate tax and succession duty administered by this 


Division of the Department of National Revenue: 


| 
| 


Classification No. of Accounts Amount Total 
Individuals and corporations— 
Under-60 Aiays! old), Pi ie ie Oe 32,724 $ 17,470,122 
ver sO sds Old. bite te ie tly 46,263 152,566,619 


AGC SOMO Hen OG eLE 12,667 24,062,638 


$ 194,099,379 
Tax deductions and non-residents— 


dem G0idaveiold vere nor Semen: eecdees ices 1,234 535,247 
GiyercOU Gave Old. hdc ges ciscete tee. sce tk. 6,109 7,210,597 
Sie alo eto aca ieee 1,780 1,251,977 


8,997,821 
Estate tax and succession duty— 
Wader G0 days clave he). OTM. ote, ons 375 3,469,659 
Over iGO rdayenold. ihr. ete Yawcthedicie skier’ 297 8,467,282 
Segregated as uncollectable .................. 3 6,152 11,943,093 


101,452 $ 215.040,293 


More than half of the total of $215 million is made up of accounts which have not 


been collected for the following reasons: 


nereappeal atts nwa AG Leite. pry yall be POURRA ER « $ 67,778,000 
There are 844 accounts presently under appeal. When these actions 
are completed it is estimated the greater portion will be collected. 
Security is held with respect to 389 of these accounts. 
pomert DiceLa lens tara are en ate CAO cos Sl rom uercrecrecse aaddwan oh ae 25,321,000 
Uncollectable amounts in excess of $1,000 may be written off only 
with the sanction of Parliament and no such approval has been 
sought by the Division since 1961-62. Amounts of $1,000 or less may 
be written off with executive approval and accounts totalling $813,224 
were written off with this approval in 1962-63. No approval for deletion 
of accounts was sought during 1963-64 but the Division has since 
established a policy of systematic review and recommendation for 
write-off. 
SEE IAS Ol eer oe eee Et ee 21,475,000 
Accounts that are under 60 days old at February 29, 1964 represent 
recent assessments or re-assessments. 
Sm uplicate assessments (estimatedyi i. 1.1. Tak oe ee ol, 8,000,000 
When deemed necessary, duplicate assessments are raised against 
individuals or corporations with which the originally assessed taxpayer 
may be associated or to which he might transfer assets. 
eR ee eee a on te get re ee ee 6,586,000 
Deferred tax is collectable only on the death of a taxpayer, in 
accordance with section 13 of the Income War Tax Act, 1943-44, ¢. 14. 
This section gave the taxpayer the option of paying part of the 1942 
tax in 1943 or thereafter at a discount or having his executors pay 


it from his estate. $ 129,160,000 
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121. Agricultural Commodaties Stabilization Account. The operations of the Agri- 
cultural Stabilization Board during the year 1963-64 resulted in a loss of $134,287,000. 
This loss was met to the extent of $122,235,000 by funds appropriated by Appropriation 
Act No. 2, 1964, Department of Agriculture, Vote 172e, and to the extent of $9,497,000 
by major services provided without charge by government departments (see paragraph 


163). The balance of the loss amounting to $2,555,000 remains as a charge to the | 


Agricultural Commodities Stabilization Account and is included in the balance of 
$63,954,000 at March 31, 1964. This amount appears as a current asset item (see para- 


| 
| 
| 


graph 97) although to the extent of $2,555,000 it represents a loss which must eventually — 


be written off to expenditure (see also paragraph 92). 


122. Loans to the Town of Oromocto, N.B. In paragraph 62 there appears an 


} 


explanation of why the Town of Oromocto, N.B., came into being with details of the » 


financial assistance provided to it by the Government of Canada during the period from 
its incorporation in 1956 to March 31, 1964. 


The outstanding balance of $3,715,000 of capital assistance loans of $4,450,000 made » 


during the period 1957 to 1961 is included in the asset item “Other loans and investments” 
in the Statement of Assets and Liabilities. 


As mentioned in paragraph 62, the operating costs in the calendar year 1963 — 


amounted to $2,030,000 while revenue totalled only $209,000. In view of the very small 
amount of revenue accruing to the Town both currently and in the foreseeable future, 
it seems unrealistic to continue to treat the loans to the Town as an asset item for 
purposes of the Statement of Assets and Liabilities. The Public Accounts Committee after 
considering this matter recommended in its Sixth Report 1964 (see Appendix 1, item 25) 
that the Department of Finance give consideration to writing off these loans to expense. 


123. Unamortized portion of actuarial deficiencies. In 1951-52, following an actuarial 
valuation of the Public Service Superannuation Account as of December 1, 1951, that 
Account was credited and a deferred charge account was debited with $312 million. In 
the same year Parliament voted $98 million as a special government contribution towards 
amortizing the deficiency, and this left a balance of $214 million in the deferred charge 
account. In the years 1952-53 and 1956-57 further amounts of $25 million and $50 million 
were appropriated by Parliament and written off the deferred charge account, reducing 
it to $139 million as at March 31, 1957. In 1960-61, following an actuarial valuation 
made as of December 31, 1957, the Superannuation Account was credited with 
$137,661,000 and the deferred charge was increased to $276,661,000. 

A deferred charge of $326,300,000 was recorded in 1958-59 when the balance in the 
Canadian Forces Superannuation Account was increased to an amount equivalent to the 
estimated actuarial liability as at March 31, 1958. In 1962-63, following an actuarial 
valuation as of December 31, 1960, adjusted to March 31, 1963, an additional $198,549,000 


was credited to the Superannuation Account and the deferred charge was increased to 4 
total of $524,849,000. 


i 
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Similarly in 1961-62 the Royal Canadian Mounted Police Superannuation Account 
was credited with $3,533,000 and the deferred charge account was debited. In 1963-64 
the Superannuation Account was credited with $2,800,000 to cover an estimated deficiency 
resulting from pay increases granted the R.C.M.P. in 1962-63 and the amount of the 
deferred charge was increased to $6, 333,000. 


| On March 6, 1964 the Minister of Finance informed the House of Commons of a 
general policy for dealing with the deficiencies in the various superannuation accounts. 
It was proposed to write off existing deficiencies direct to net debt and to amortize 
subsequent deficiencies arising from salary increases over a five- -year period commencing 
in the year in which the increases are authorized. In accordance with this policy, and 
pursuant to Department of Finance Vote 68e of the Final Supplementary Estimates for 
1963-64, the recorded deficiencies at March 31, 1963 of $524,849.000 in the Canadian 
Forces Superannuation Account and $6,333,000 in the Royal Canadian Mounted Police 
Superannuation Account were written off to net debt (see paragraph 115). 

| When the quinquennial actuarial report on the Public Service Superannuation 
Account as of December 31, 1962 was tabled by the Minister on November 12, 1964, he 
tated that authority would be sought from Parliament later in the year to write off to 
ret debt the additional deficiency of $110,536,000 revealed by the report (as well as the 
sreviously existing deficiency of $276,661,000). The report also revealed a further 
leficiency of $22,000,000 arising from salary increases authorized in J uly 1963 with effect 
rom October 1, 1962 which is to be written off to expenditure over a period of five 
rears commencing in 1964-65 (see paragraph 50). 


j 


124. Cheque Adjustment Suspense. As cheques issued by government departments 
re negotiated by the payees, they are redeemed by payments made to the banks presenting 
hem for settlement. The volume is substantial and today amounts to five million cheques 

month compared to one million twenty years ago. 


| 


Following the introduction of family allowance payments by card cheque in 1945, 
rereased difficulties were encountered in reconciling the paid cheques with the payments 
rade to the banks which were exceeding the total value of the cheques being removed 
‘om the outstanding cheque lists. These difficulties arose mainly from the inability of an 
experienced staff to cope with the mounting volume and the inadequacy of the 
1echanical equipment in use at the time. The net differences were transferred to a 
ispense account, the total of which reached $141,392 by March 31, 1964. This amount 
“presents differences prior to April 1, 1962 when the introduction of electronic processing 
juipment brought the situation under control. 

_ Failure to reconcile paid cheques accurately and at regular intervals constitutes a 
‘rious weakness in any system of internal accounting control. If the differences arising 
‘om such a reconciliation cannot be accurately identified and accounted for, the possi- 
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bility exists that some of the cheques may have been stolen and negotiated a second | 


time without detection. Instances of this came to light in 1960 and 1962 when prosecu- 


tions disclosed cases of extensive thefts from the Cheque Adjustment Division of paid | 


cheques some of which were cashed a second time. 


Since the introduction of an electronic processing system, it has been possible for the | 
Cheque Adjustment Division to reconcile all payments to the banks against issue lists and 
outstanding cheques. In the meantime, the net differences totalling $141,392 arising © 
between 1942-43 and 1961-62 which had been transferred to the suspense account will | 


presumably have to be written off. 


125. Public Service Superannuation Account. Reference was made in paragraph 124 


of last year’s Report to an amount of $276,661,000 in the “asset” account captioned — 


“Deferred charge—Unamortized portion of actuarial deficiency—Public Service Super- 


annuation Account”. As stated in paragraph 123 of this Report, this amount is to be | 


written off direct to net debt in the year 1964-65. 


126. Canadian Forces Superannuation Account. In paragraph 125 of last year’s 
Report reference was made to an amount of $524,849,000 which was included in the 
“asset” account captioned “Deferred charge—Unamortized portion of actuarial defi- 
ciency—Canadian Forces Superannuation Account”. As stated in paragraph 123 of this 
Report, this amount was written off direct to net debt in the year under review. 


127. Suspense Accounts: P.F.R.A. Community Pastures—payments to municipalt- 
ties. During 1963-64 a special levy of one cent per head per day was assessed on cattle 
erazing in pastures operated by the Prairie Farm Rehabilitation Administration and the 
sum of $145,631 which was collected is included in the Suspense Accounts as at March 3], 
1964. The pastures are operated under agreements between the Government of Canada 
and the Provinces of Manitoba and Saskatchewan. The levy was instituted with the 
concurrence of the Provinces, subsequent to representations by municipalities seeking 
compensation for loss of tax revenues because the pastures are operated by an agency of 
the Crown and thus are exempt from municipal taxes. The amount collected was paid 
over to the respective municipalities under date of May 26, 1964. 


In the absence of any reference to this levy in the agreements with the Provinces 
concerned, the authority to collect the levy and pay it to the municipalities is open t0 
question. 

Amendments to the agreements with the Provinces whereby the Government of 


Canada will now collect the levy and remit it immediately to the municipalities concerned 
have since been signed. 


a 


F 


| 
i 
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Crown Corporations 


128. Section 85 of the Financial Administration Act requires that each Crown cor- 
poration prepare, in respect of each financial year, a balance sheet, a statement of income 
and expense and a statement of surplus “containing such information as, in the case of 
a company incorporated under the Companies Act, is required to be laid before the 
company by the directors at an annual meeting”. 


129. Section 87 of the Act requires the auditor of a Crown corporation to report 
annually to the appropriate Minister the result of his examination of the accounts and 
financial statements of the corporation, and the report is required to state whether, in 
| his opinion: 

(a) proper books of account have been kept by the corporation; 

(b) the financial statements of the corporation 


(1) were prepared on a basis consistent with that of the preceding year and are in 
agreement with the books of account, 


| (ii) in the case of the balance sheet, give a true and fair view of the state of the 
' corporation’s affairs as at the end of the financial year, and 


(111) in the case of the statement of income and expense, give a true and fair view of the 
income and expense of the corporation for the financial year; and 


(c) the transactions of the corporation that have come under his notice have been within 


the powers of the corporation under this Act and any other Act applicable to the 
corporation”. 


In addition, the auditor is required to call attention to any other matter falling within 


| the scope of his examination that in his opinion should be brought to the attention of 
Parliament. | 


4 


' 130. Section 87 of the Act further requires that the annual report of the auditor 
be included in the annual report of each corporation, and section 85 directs that such 


| annual report be laid before Parliament by the appropriate Minister within fifteen days 
| after he receives it from the corporation or, if Parliament is not in session, within fifteen 
days after the commencement of the next ensuing session. 

| The financial statements of the various corporations, together with the related audit 


Teports, are published in Volume III of the Public Accounts. 


131. Crown corporations classed as “agency” or “proprietary” corporations are listed 
in Schedules “C” and “D” to the Financial Administration Act. Those in the former 
class are responsible, in general, for the management of procurement, construction, service 
or disposal activities on behalf of the Crown. Those in the latter class are responsible for 
the management of lending or financial operations, or for the management of commercial 
‘and industrial operations involving the production of or dealing in goods and the supply- 
ing of services to the public. 
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132. The Auditor General is the auditor of the following Crown corporations whose 
accounts and financial statements were examined for their financial years terminating 
during, or coinciding with, the fiscal year ended March 31, 1964: | 


Corporation Class 

Atomic Energy of Canada Limited .........++- Agency 
Canadian Arsenals Limited ..........-+.+eeee- Agency 
Canadian Broadcasting Corporation ......+++-- Proprietary 
Canadian Commercial Corporation .......+.++: Agency 
Canadian Corporation for the 1967 World 

Pex DictOn biases sige cae ee eee es 
Canadian National (West Indies) Steamships, 

EaMiteds wre cans Mel eee ae eo ae Baas Agency 
Canadian Overseas Telecommunication 

CORPOTAUION (icy cease assess see fae a wen Proprietary 
Canadian Patents and Development Limited ... Agency 
Gentennial Commission: Toes. 0s. oes vie oe > Agency 
Cornwall International Bridge Company Limited Proprietary 
Crown Assets Disposal Corporation ........... Agency 
Defence Construction (1951) Limited .......... Agency 
Eldorado Aviation Limited .............scee0e Proprietary 
Eldorado Mining and Refining Limited ........ Proprietary 
Export Credits Insurance Corporation ........ Proprietary 
Barot Credit. COMmporation w% . cuts. ee aiee ae eb oe = Proprietary 
The National Battlefields Commission .......... Agency 
National "Capital *Commission’ 2.200444... 502% Agency 
WNationsh Farnours Board... <e. ce ales oe aa 0 oe Agency 
Northern Canada Power Commission .......... Agency 
Northern Ontario Pipe Line Crown Corporation . 
Northern Transportation Company Limited .... Proprietary 
Park Steamship Company Limited ........... Agency 
Polymer Corporation Limited and subsidiary 

eouipanics 9 os 2 20, Vee Fe ee, Proprietary 
The St. Lawrence Seaway Authority ........... Proprietary 
The Seaway International Bridge Corporation, 

PIAL ais Geo te eetele 5. 5 aks ew cies Ree aeoae Proprietary 


Reporting Minister 


Chairman of the Commit- 
tee of the Privy Council 
on Scientific and Indus- 
trial Research 


Industry 
Secretary of State 
Industry 


Trade and Commerce 
Transport 


Transport 


Chairman of the Commit- 
tee of the Privy Council 
on Scientific and Indus- 
trial Research 


Secretary of State 
Transport 

Industry 

Industry 

Trade and Commerce 
Trade and Commerce 
Trade and Commerce 
Agriculture 


Northern Affairs and 
National Resources 


Public Works 
Transport 


Northern Affairs and 
National Resources 


Trade and Commerce 
Trade and Commerce 
Transport 


Industry 
Transport 


Transport 
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133. Since the Auditor General has not been appointed the auditor of the following 
Crown corporations and public instrumentalities their accounts were not examined by him 
during the year under review: 


| Corporation or Instrumentality Class Reporting Minister 
Bapkof;@anada 20. saat swe arte ene Finance 
| Canadian National Railways ................. Proprietary Transport 
| The Canadian National Railways Securities 
| “TRVSLAWAS Tahoe 00a SRO Nie gn i ee Proprietary Transport 
M@he, Canadian Wheat Board. wy: ssfacevas onic « Trade and Commerce 
| Central Mortgage and Housing Corporation .... Proprietary Postmaster General 
| Industrial Development Bank ................ Finance 
prane-CanadarAdrr Lanes jot i eistk'se ose bi o¢0.ewe Proprietary Transport 


In its Eighth Report 1964 (see Appendix 1, item 49) the Public Accounts Committee 
| recommended that the Auditor General be appointed the auditor or the joint auditor of 
these corporations or instrumentalities. 
| 134. The paragraphs that follow treat, in turn, with the various corporations audited 
by the Auditor General. In each case, an introductory comment describes briefly the 
| origin of the corporation and the nature of its activity, and this is followed by comments 
regarding the Crown’s equity in the corporation, a summary of the operations for the 
financial year in comparison with the preceding year, and any other matter which it is 
thought might be of interest to the House of Commons. 


135. Atomic Energy of Canada Limited. This company was incorporated in 1952 
under the Companies Act, 1934, pursuant to authority contained in the Atomic Energy 
Control Act, R.S., ¢.11, to carry out research and development in nuclear power technology 
and allied fields and to promote uses of atomic energy. 
| The head office of the company is in Ottawa. Nuclear reactors and major research 
and development laboratories are maintained at Chalk River, Ontario. A commercial 
products division, located in Ottawa, is responsible for the processing of radioisotopes 
produced in the company’s reactors, the designing of equipment for the use of radio- 
active materials and the marketing of the products and equipment on a commercial basis. 
Another division, situated in Toronto, is responsible for the engineering, development, 
construction and management of nuclear power generating projects. The company, in 
co-operation with the Hydro-Electric Power Commission of Ontario, is building Canada’s 
first full-scale nuclear power generating station at Douglas Point on Lake Huron. 

A nuclear power demonstration plant at Rolphton, Ontario, came into operation 
in 1962 and the steam produced is sold to the Hydro-Electric Power Commission of 
Ontario to generate electric power. The plant was built as a joint project of Atomic 
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Energy of Canada Limited, the Hydro-Electric Power Commission of Ontario and 
Canadian General Electric Company Limited to demonstrate the Canadian type of 
nuclear power reactor. 

The Whiteshell nuclear research establishment, including housing accommodation 
and a shopping centre, has been under construction for the past three years at a site 
65 miles north-east of Winnipeg, Manitoba, for the purpose of complementing the 
research and development facilities at Chalk River. 

The company’s accumulated costs of research facilities at Chalk River, Whiteshell 
and Rolphton, charged to research expense and financed by funds provided under parlia- 
mentary appropriations, amounted to $161,359,000. The cost of the Douglas Point 
generating station amounting to $33,590,000 at the year-end is being financed by Govern- 
ment of Canada loans. 

The Crown’s equity in the company at March 31, 1964 totalled $57,333,000, com- 
prising: loans for housing, $7,829,000; loans for construction of Douglas Point generating 
station, $32,316,000; capital stock, $15,000,000 ; and retained earnings, $2,188,000. 


A by-law of the company, which authorized a reduction of $39,000,000 in its paid-up 
capital, was confirmed by Supplementary Letters Patent under date of June 17, 1963. 
The reduction was effected by a payment of $13,761,000 to the Receiver General and the 
write-off in the previous year of the undepreciated cost of $25,239,000 of the NRU reactor 
(Special Appropriation Act, 1963, Atomic Energy Vote 16). 


A comparative summary of income and expense for the past two years follows: 


Year ended March 31 
1964 1963 
Research Program—O perating 
Expense— 
Semi eters ene Nee eRe Sere Petes cre ore rene cle there vette treet ker ateretoens $ 6,676,000 $ 6,146,000 
Bngineerine hi! hhc Seaton sees htled 1h. ahh sets Wak Memes noreaien = 7,954,000 8,273,000 
Power projects design and development ............---+-+++++++> 4 663,000 5,092,000 
Operationvor research: [acilities’ . = cc.< .cciew sce sureccine nee areniee a ae 3,661,000 1,795,000 
Maintenancesandy oven Serva Ces meen saci derotele e reietaresnncnterst ster 3,757,000 3,772,000 
Whiteshell nuclear research establishment ....................-- 1,822,000 502,000 
IA CIMMITH SECA TION Meee nih risk attorneys eee oe cesiae cael ctea cen means areas 3,392,000 3,159,000 
Other 


Bh Gs Sos GOMES DOR EMA AORA aid aT ag Eon a OO DAU aba Octo. 1,776,000 1,788,000 


33,701,000 30,527,000 


Income: Gross income from housing, hospitals, transportation, sale 


OLPELEATIN SCLC xi errant rat oe er ANT R Earats okra ne acvcs normal tere eeteoer ences 2,243,000 1,896,000 
Dxcess oitexpensegaver 1ncoines-j0 owe, cet eee eee $31,458,000 $28,631,000 
Provided for by: 

Parliamentary appropriation weve. ote deesiedes Gs fen ee $31,469,000 $28,646,000 
Less: Unexpended balance refundable to the Government of 
Carinda: sia vale dsccltavants cote ee Cees Soret Ak ee ee 11,000 15,000 


$31,458,000 $28,631,000 
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Year ended March 31 


1964 1963 
Research Program—Capital 
Expense: Construction of buildings and acquisition of equipment . .$14,219,000 $ 9,349,000 
Provided for by: 
Fetlamentary appropriation 22,469, 0), 5V 201 AT 2 eG $13,466,000 $ 8,431,000 
metumned? Catnings grata. 371 om ast so dave ELT eons Nak pk 753,000 918,000 
$14,219,000  $ 9,349,000 
Commercial Operations 
Income— 
SLSR Re RR eR nee Om ore $ 4,334,000 $ 3,803,000 
1G TOE Sit EO ldo ban A ol al NAM Ok Avast Ta cia aah 69,000 159,000 
4,403,000 3,962,000 
Expense— 
Costeotssalesrretcny aa levecek lode. ory) Pda ities nick 2,138,000 1,858,000 
MB crearch and developmentiwrtirees . fs cesessee fo. 665m. eH. 612,000 652,000 
LUN Sg SEs Ra) ier Onc ee a a oe 1,125,000 863,000 
BNGUIAUMIGL LALLY Olmeters . <.o!c.5 4.6.0 sl¥-c-<'4 4:0 5's 4 obs sia’ oo 0 «bene oenneecce, 414,000 373,000 
4,289,000 3,746,000 
Excess of income over expense, credited to retained earnings ...... $ 114,000 $ 216,000 


The increase of $3,174,000 during 1963-64 in research operating expenses was largely 
due to increases in: salaries and wages including welfare benefits, $929,000; grants in lieu 
of taxes, $145,000; and costs of expendable equipment, $236,000; together with non- 
recoverable costs of the NRU reactor, $1,830,000. The Whiteshell nuclear research estab- 
lishment commenced operations in July 1963 and 132 employees were added to this 
establishment. This, together with increases in pay granted under union contracts, 
accounted for the increases in salaries and wages. The increase in the grants in lieu of taxes 
related to the new town of Pinawa, Man., which is part of the Whiteshell establishment. 
For several years the sale of material faeaieeae in the NRU reactor and the related costs 
have been subject to a classified international agreement. The terms of this agreement 
were such that all costs of operating the reactor were recoverable. However, under the 
terms of an extension to this agreement these costs will no longer be recovered, The 
*xcess of the operating costs of the reactor over the revenue was absorbed as an expense 
of the year. 


136. Canadian Arsenals Limited. This company was incorporated in 1945 under 
the Companies Act, 1934, pursuant to authority contained in the Department of Recon- 
struction Act, 1944, ¢.18. The main objects of the company are the operation, maintenance 
and Supervision of arsenals and other plants for the production of military stores and 
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equipment, including the maintenance of physical facilities and manufacturing skills so 
that the operations could be expanded on short notice. 

At the year-end the company, with its head office in Ottawa, was the custodian of 
and operated eight Crown-owned plants, the total cost of which was $95,217,000 compared 
with $99,611,000 at March 31, 1968. The decrease of $4,394,000 largely represented the 
cost of assets the custody of which was returned to the Department of Defence Produc- 
tion, including land, buildings and equipment of the gun ammunition plant at Lindsay, 
Ont., which had cost $3,225,000 and equipment of the instrument and electronics plant 
at Scarborough, Ont., which had cost $700,000. Capital outlays of $268,000 during 1963-64 
were provided for by a parliamentary appropriation (Department of Defence Production 
Vote 40) for construction, improvements and equipment. 


At March 31, 1964 the company’s operations were financed by advances of $367,000 
from the Department of National Defence in respect of orders placed, advances of 
$1,250,000 from the Defence Production Revolving Fund and an advance of $7,500,000 
from the Minister of Finance for working capital. 


The following is a comparative summary of the results of operations for the last 


two years: 
Year ended March 31 
1964 1963 
Income— 
SEN Sc ae et Sone Re Mace iyrre ns, AER Ge ey ons COMM RADE ad OW 6c $10,051,000 $16,975,000 
IW Beeld Chntcronne tu ens pc nels Ae on coda chub anmacuaonmcnnoogad dds 651,000 815,000 
10,702,000 17,790,000 
Expense— 


Cost of sales, including indirect labour and other overhead expenses 


Pfc 0) 0127s a oe MO ae Panera? pear ON ee Pe YA Ch 9,102,000 15,310,000 
Indirect labour and other overhead expenses not absorbed in cost 

OF tSaLeS EA cle tere cist retenee ae ie 5 ae iota halo hccace ate ele tereeremets 4,763,000 5,814,000 
MA mInistrativemexpensSess sissies cod ceitere oy cncretonvrariat i. als oheyate ie je reereree 733,000 818,000 
Planteshut=-d Owir COSstsin. ese meee om ke coher ao cisinte or orere orator sere seta 362,000 49,000 


14,960,000 21,991,000 


Hixcessiiot) expense! OversincOMeuenoseaues-teca ene aeeet eReeree $ 4,258,000 $ 4,201,000 


The company’s sales reached a peak in 1954-55 when Korean war contracts were 
still being completed and, except for a minor increase in 1961-62, there has since been 
a steady decline in sales, from $80 million for the year ended March 31, 1955 to $10 
million for the year ended March 31, 1964. The reduced level of sales, coupled with the 
company’s obligation to maintain the Crown-owned plants in partial stand-by condition, 
has necessitated funds being appropriated by Parliament towards the cost of operation 
and administration of the company. During the year under review $4,258,000 was pro- 
vided by Department of Defence Production appropriations for this purpose. 
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Indirect labour and overhead expenses for the year totalled $8,688,000, compared 
with $10,804,000 for the previous year, of which $3,925,000 was included in cost of sales. 
It has been the company’s practice to calculate this portion of overhead expenses on 
direct labour costs at rates which theoretically would have absorbed all overhead expenses 
if all plants had been operating on a normal one-shift basis. The extent to which these 
rates were not sufficient to recover overhead costs, $4,763,000, shown in the above table 
as indirect labour and other overhead expenses not absorbed in cost of sales, can be 
largely attributed to idle capacity of production facilities. 

Plant shut-down costs of $362,000 relate to expenditures incurred in the transfer and 
disposal of machinery and equipment and other costs of closing the gun ammunition 
plant, which was sold by Crown Assets Disposal Corporation during the year, and similar 

expenses incurred in preparation for the closing of the instrument and electronics plant. 

The company has a fund of $401,000 on deposit with an insurance company in 
respect of a group plan which provides life, medical, surgical and other insurance benefits 
to employees and their dependents. Employees’ premiums and the company’s matching 
contribution, which amounted to $137,000 in 1963-64, are paid into the fund. The balance 
on deposit, which is available for possible catastrophe, excessive claims or additional 
benefits without increase in premiums, represents the excess of premiums remaining after 
charges for the total of claims incurred, additional benefits and administrative fees 
charged by the insurance company. Interest is credited to the account by the insurance 
company at the rate of approximately 5% per annum and amounted to $20,000 during 
the year under review. 
| Inventories of raw materials, work in process and finished goods were reduced by 
$1,077,000 or 23.5% from their level at March 31, 1963. The inventory reduction included 

write-offs of $97,000, largely due to the closing of the gun ammunition plant. 

In the Reports for the last two years, references were made to the report of a firm 
of management consultants engaged in 1960 by the Department of Defence Production 
to study the organization of the company, the efficiency and cost of its manufacturing 
operations and other aspects of its activities. Of eleven major recommendations made by 
the consultants six had been or were in the process of being implemented. We were 
informed that the implementation of the remaining recommendations was dependent on 
the decision as to the consolidation of facilities or sale of the various operating units of 
the company to private enterprise. 


137. Canadian Broadcasting Corporation. This Corporation, established by the Cana- 
dian Broadcasting Corporation Act, 1936, ¢.24, superseded by the Broadcasting Act, 
1958, ¢.22, operates the national television and radio broadcasting services and also 
administers an international shortwave service on behalf of the Government of Canada. 
The head office of the Corporation is in Ottawa, with regional offices in St. John’s, 
Halifax, Montreal, Ottawa, Toronto, Winnipeg and Vancouver and an engineering head- 
yuarters in Montreal. 

The Corporation derived its funds for operating requirements in excess of advertising 
‘evenue and also funds for its capital requirements from grants provided through 
darliamentary appropriations. 
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At March 31, 1964, the Crown’s equity in the Corporation amounted to $45,612,000 
represented by capital assets, at cost less accumulated depreciation, of $36,612,000 and 
working capital of $9,000,000. 

The following is a comparative summary of the results of operations for the last two 
financial years: 


Year ended March 31 
1964 1963 
Expense— 
Cost of production and distribution 
Gastro! “PLOSTAINS: or. yw - denise pages iret gis epee gs iter “i $74,388,000 $69,912,000 
Wetwrork: GistribUtlON, Aviad ssa< cee cmqeies sme amgennelm ain eee eens 10,323,000 10,146,000 
Gtation transiMissiON ....cc..- fede ce des ter ceenss eae semere eters see 4,407,000 4,030,000 
Payments to private stations ........-.+ssseeeee eee e rere rece ees 4,927,000 4,335,000 
Commissions to agencies and networks ...........+eeee eee cress 3,805,000 3,372,000 
97,850,000 92,295,000 
Operational supervision and ServiCeS .....+-.eee cree sees etre reese 8,920,000 8,427,000 
Selling and general administration ..........+eseeeeeee reese eee ees 8,064,000 7,362,000 
Emergency broadcasting .........cee esse eee e teeter ere e eee teens 624,000 282,000 
Total expense including depreciation ........++.+.++eseeees 115,458,000 108,366,000 
Income— 
Advertising revenue, CC. ........e cece ence reece cence cent ens enceece 33,010,000 31,403,000 
INetiexpenses se! ctiecnitsm. {cans meade a eam Heeite a Are re erates $82,448,000 $76,963,000 


The parliamentary grant “in respect of the net operating amount required to dis- 
charge the responsibilities of the national broadcasting service” for the year of $78,377,000, 
comprising net expense of $82,448,000 shown above, less depreciation of $4,071,000 
charged for cost ascertainment purposes, was provided by the Government of Canada 
under authority of Canadian Broadcasting Corporation Vote 1, Appropriation Act No. 5, 
1963. 

The net operating amount required by the Corporation rose by $5,722,000 from 
$72,655,000 for the year ended March 31, 1963 to $78,377,000 for the year ended March 31, 
1964, an increase of 7.9%, compared with $2,402,000, or 3.4% in the previous year. The 
increase in expense experienced in practically all departments was attributable to many 
factors. Salaries and wages increased by $2,793,000 mainly due to the implementation 
of wage increment provisions of collective bargaining agreements. Performers’ fees, 
authors’, composers’ and other rights rose by $1,783,000 as a result of additional 
programming and a 17% increase in fees to performers on the French network. 
Other increases were attributed to extended television network broadcasting hours, the 
addition of five rebroadcasting stations, increase in costs of the rental of film rights and 
in payments to affiliated private stations in respect of network programs and station 
time rates. The improvement in income was almost entirely due to television advertising. 

During the year under review the Corporation discovered a defalcation of $40,648 
perpetrated by means of falsification of payments for professional services. Of this 
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amount, $37,067 was recovered from the bonding company and $3,581 from amounts 
due to the absconding employee. Improvements in the system of internal financial 


control designed to avoid recurrence of this type of defalcation have since been 
introduced. 


| The statement of operations segregates cost of production and distribution under 
the headings of “Programs without Advertising, $64,633,000” and “Programs with Adver- 
-tising, $33,216,000”. The former classification comprises two types of programs, those 
which are available for advertising but which have not attracted advertising revenue, 
and programs of a public service nature which, because of Corporation policy, are not 
available to advertisers. A segregation of the total cost of “Programs without Advertising” 

under these headings follows: 


Programs News and 
Available Public 
for Service 
Advertising Programs Total 


FOPRIG.COED blo NeO A OD Oca Reon $24,653,000 $29,137,000 $53,790,000 
Gis Samim tober <.oh. s.chdeheen) break. ate 3,507,000 4,150,000 7,657,000 
BOBO O20 5.4 Tibia Cid b caIORNG BOn.5 OCOD 1,459,000 1,727,000 3,186,000 


$29,619,000 $35,014,000 $64,633,000 


- The total cost of production and distribution of programs with advertising potential 
was therefore $62,835,000 comprised of the $29,619,000 shown above and $33,216,000, the 
cost of production and distribution of programs with advertising. As gross advertising 
revenue only amounted to $32,392,000, the difference of $30,443,000, together with the 
costs of operational supervision and services and of selling and general administration, 
was required to be met from the parliamentary grant. 


The Public Accounts Committee, in its examination into the accounts of the Corpora- 
tion for the years ended March 31, 1962 and 1963, expressed the opinion that the 
Corporation’ s statement of operations would be materially improved by a redefinition 
of the existing categories, or by the addition of further categories, so as to show separately 
the cost of programs without advertising but which were available for sale and by 
showing separately on the statement the gross profit or loss derived from the sale of 
advertising from all sources during each fiscal year. Accordingly, in its Fifth Report 
1964, the Committee recommended that: 


| 


“the President and the Board of Directors realign the format of the annual statement of 
operations of the Corporation in a manner designed to show separately in future for each 
_ fiscal year (1) the cost of programs produced without advertising but which were available 
for sale, and (2) the gross profit or loss derived from the sale of advertising from all sources”. 


bind reported that the President had informed the Committee that such a realignment 
of the statement of operations could be made. The Committee expressed the hope that 
this could be made effective on a comparative basis commencing with the 1964-65 fiscal 
year (see Appendix 1, item 18). 
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The following inventory balances at March 31, 1964 are compared with the cor- | 
responding balances at March 31, 1963: ' 


March 31 
1964 1963 
Programs completed and in process of PLOCUCUOM> nt vas valle ce ees $ 4,792,000 $ 3,589,000 
Bilm “anid “eeript rights. ....2 oes eee «se aae one ee ee ele ie Oates 1,771,000 1,877,000 
Engineering and production supplies ........-+++eesee eee eee er rete cee 1,652,000 1,646,000 


$ 8,215,000 $ 7,112,000 


As in previous years, the bulk of the program inventory continued to be represented 
by programs recorded in advance of broadcast on videotape and on film for the English 
and French networks. An expansion of the supply sources during the year made it 
possible for the Corporation to reduce the amount invested in prepaid film rights in the 
Quebec region to $972,000 or 61% of the total amount so invested at March 31, 1964 
compared with $1,363,000 or 80% of the total so invested at the close of the preceding 
year. 


The inventory balances shown in the above tabulation are after giving effect to the 
following write-offs: 


Programs completed and in process of production abandoned and cancelled because of 
technical deficiencies, scheduling difficulties, pre-emptions, etc. ..........0+---ee- $ 129,000 


Film rights expired—films not telecast because of unsuitability of program content, 


technical deficiencies, spre-emptlons, GUC. acm aie yeltnsieoisioe Teed eie ithe tare nee 56,000 
Seript rights expired vor unstiitable 3 cccc. tics. «aes pele eoperalen et Ge oe kites heirs 44,000 
Engineering and production supplies unusable and obsolete ..............-eeeeeee 3,000 

$ 232,000 


The comparable write-offs in the previous year totalled $255,000. 


The capital requirements of the Corporation, amounting to $7,383,000, were provided 
to the extent of $7,333,000 by parliamentary appropriation and to the extent of $50,000 
from proceeds of sale of assets. 


Certain preliminary expenses due to changes in design and other costs incurred by 
reason of a government-directed slow-down during construction of the head office build- 
ing, estimated as having cost $97,850, were written off by a charge to Proprietor’s Equity 
Account during the year. 


During the last five years, $5,771,000 was spent in connection with the planned 
consolidation of facilities in Toronto, Montreal and Ottawa. A note to the financial state- 
ments at March 31, 1964 sets out that the present estimate of the future cost of con- 
solidation of facilities for the Corporation is $128,080,000, of which, subject to the 
provision of funds by Parliament for the purpose, approximately $3,442,000 will be 


expended during the year ending March 31, 1965 and $124,638,000 during subsequent 
years. 4g 


. 


AUDITOR GENERAL’S REPORT 85 


In our reports to management for the last two years we have referred to the need 


for a physical inventory of all capital assets of the Corporation with a view to establishing 


and maintaining improved physical and accounting control over these assets. A physical 
count of all capital assets was made during the 1962-63 fiscal year but it was subsequently 
found necessary to have an inventory recorded in greater detail and to show the exact 


location of each component in order to maintain proper control over the assets. This 


| 
f 
' 
| 
| 
\ 
\ 
| 


undertaking was in process at the year-end and the reconciliation of the assets with the 


_ accounting records remained to be completed. The Corporation does not anticipate that 
the assignment will be completed before March 31, 1966. 


In our previous Reports we have referred to the recommendation contained in our 
report to the Board of Directors for the year ended March 31, 1960 that a useful purpose 
might be served by having the Corporation’s organizational structure in terms of its 
present size, complexity and cost made the subject of a study by independent manage- 


, ment consultants working in co-operation with the Audit Office. A study along these 


lines was made by the Royal Commission on Government Organization and the results 
were contained in Report 19, Volume 4 of its Reports released on April 17, 1963. Although 


the Commission had not undertaken a detailed investigation and appraisal, its Report 


proposed guidelines and criteria which, subject to government decisions on policy, should 
permit the Corporation to adjust its internal organization and operations to management 


_and performance needs. 


' The Public Accounts Committee also questioned the officers of the Corporation on 


| the extent to which the recommendations of the Auditor General and the Royal Com- 


ission on Government Organization had been implemented. As indicated in Appendix 1, 
items 20 and 21, recommendations and observations made in the Committee’s Fifth 


Report 1964 to the House of Commons included the following: 


“Authority of Comptroller over Regional Accountants 


The Committee was disturbed to learn that the authority of the Comptroller over the 
accounting staffs at the regional centres of the Corporation across Canada is not clearly 
defined and expresses agreement with the view of the Auditor General that the regional 
accountants should be responsible directly to the Comptroller at head office in the interests 
of effective internal financial control. The Committee is of the opinion that a clear definition 
of this responsibility is overdue and was pleased to be advised by the President that it will 
receive early attention. 


The Auditor General is requested to advise the Committee when this matter has been 
settled to his satisfaction.” 


“Report of the Royal Commission on Government Organization 


The Committee noted that the Auditor General raised questions concerning contents of 
Report No. 19, Volume 4 of the report of the Royal Commission on Government Organization, 
which was made public on April 17, 1963. In answering members of the Committee on these 
points, the President stated that he did not agree with all the recommendations of the 
Royal Commission and explained that the Royal Commission had apparently failed to 
understand the nature of the problem. 
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The Committee recommends that the Secretary of State table an official memorandum in 
the House presenting the Corporation’s views and its replies to each of the matters dealt — 
with by the Royal Commission in its Report No. 19, and that this be done before the 
estimates of the Corporation are considered by the House.” 


138. Canadian Commercial Corporation. This Corporation which was established in 
1946 by the Canadian Commercial Corporation Act, now R.S., ¢.85, provides procurement 
services in Canada for the governments of other countries and for international organiza- 
tions. The Corporation’s main customer is the United States Government. During the 
year under review $218 million was expended by the Corporation on behalf of its 
customers as compared with $153 million in the previous year. 


The equity of the Government of Canada in the Corporation amounted to $5,596,000 
as at March 31, 1964 consisting of $5,500,000 working capital advances and an accumu- 
lated surplus of $96,000. 

The following is a comparative summary of the operations of the Corporation for 


the past two years: 
Year ended March 31 


1964 1963 

Expense— 
Salaries "and wlivane? Cxpenses spice ci otetlemteler lstetnteietetetateteter eter $ 440,000 $ 381,000 
GhicSso Crash RadnA non gbees acdenas spnbounbdcHoguKHposcdndaspeoaos 141,000 110,000 
581,000 491,000 

Income— 
Purchase “surcharges... sso oataciciciraceercrrarenevatere arreoeterccrtece rake ener crete 145,000 127,000 
Imtérest-earmed! \ etc deter caicecscs be sietore re tee Gls creer amie iste rer eh areneuemereee 133,000 119,000 
Other ancome, rns so sheet ieee ih ek ee eee Oe eer —_ 9,000 
278,000 255,000 
IN ety lose. x cha sare tn caltebas GAs ee Ami caddeindtes Ser ee Pe EEE eee $ 303,000 $ 236,000 


In my Report for 1962 and again in my 1963 Report it was noted that the Depart- 
ment of Defence Production had been providing purchasing and accounting services free 
of charge to the Corporation. Also, reference was made to a Board of Directors’ minute 
wherein it was noted that future operating deficits should be covered by a Department 
of Defence Production appropriation. These matters have been resolved by the imple- 
mentation during the fiscal year of the recommendation of the Royal Commission on 
Government Organization to the effect that the legal entity of the Corporation should 


be retained but that its management and staff should be provided by the Department 
of Defence Production. 
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139. Canadian Corporation for the 1967 World Exhibition. This Corporation was 
established under the Canadian World Exhibition Corporation Act, 1962- 63, c.12. The 
name of the Corporation was changed in 1963 under the Canadian Corporation for the 
1967 World Exhibition Act, 1963, ¢.82. The Corporation was established for the purposes 

of planning, organizing, holding and administering the International and Universal 
Exhibition to be held in Montreal in 1967 in connection with the celebration of the 

Centennial of Confederation in Canada. An Act respecting the Canadian World Exhibi- 
tion was passed by the Province of Quebec Legislative Assembly on April 2, 1968, 
providing authority for the sharing in the financing of the Corporation by the Province of 
| Quebec and the City of Montreal. 

| The Corporation consists of a Commissioner General, a Deputy Commissioner Gen- 
eral and 14 other directors appointed by the Governor in Council, seven of whom are 
appointed on the recommendation of the Lieutenant-Governor in Council. 


Section 17 of the Act requires that the accounts and financial transactions of the 
Corporation shall be audited by the Auditor General of Canada and the Quebec Pro- 
vincial Auditor, and the auditors are required to report annually in a manner similar to 
that required by the Financial Administration Act in respect of other Crown corporations. 


An agreement was concluded on January 18, 1963 between Canada, the Province of 
Quebec and the City of Montreal, confirming their acceptance of the legislation establish- 
ing and governing the Corporation, and outlining certain “settlements” between the 
Corporation and the three governments to be concluded after the closing of the Exhibition. 
As the latter would appear to be couched in general terms, it has been suggested to the 
management that, in order to avoid complications in the ultimate interpretation of the 
relevant clauses, the Corporation’s legal officers should discuss these matters with the 
federal and provincial government departments concerned with a view to having the 
exact intent of the agreement more precisely stated. 


Under section 10 of the federal Act, the Corporation was required not later than 
one year after the coming into force of the Act to “submit for the approval of the 
Governor i in Council and the Lieutenant-Governor in Council, its overall plan for the 
Exhibition, setting forth the various undertakings and projects proposed by the Corpora- 
tion in connection with the planning, organizing, holding and administering of the 
Exhibition, the estimated cost of each such undertaking or project and an estimate of 
she total capital costs and operating costs of the Corporation in respect of the Exhibition”. 


Any material changes in the plan, including estimates of costs, are to be submitted 
0 the Governor in Council and the Lieutenant-Governor in Council for approval, and 
she Corporation may not initiate any undertaking or project, expend any money thereon 
or ineur any liability therefor unless that undertaking or project is included in the 
‘:pproved overall plan or modification thereof. 


_ The overall plan was submitted on December 20, 1963 and was approved by the 
xovernor in Council on February 13, 1964 (Order in Council P.C. 1964-252) and 


| 
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by the Lieutenant-Governor in Council on February 12, 1964 (Order in Council No. 299). 
The cost summary included in the plan shows an estimated net cost to the Corporation 


of $47,534,000, made up as follows: 


GonstrtictiOW COSIE so coca cre ee ane ses cnerincner ere renee ees ieee aes $ 110,931,000 
Operating and administration COStS ......eeeeeeeeeeeeeeeee eerste 56,216,000 
167,147,000 
Deduct: 
Racenues: Se. UlAe! ae ee saan s een erate ak aera $ 75,870,000 
Sa lynwes uibiaBtedicia inet naesa > Seba “legitee serie meee Cas Pe eriamer 7,269,000 
Permanent assets acc cae cde ses online os cians emit ea a aioRnln<minieleierns 36,474,000 
—___—_—— 119,613,000 
IT ese GGT) oc  urcttic era raies isis Sheotbase sea tra lols eaves Wala ane eek eerie eae orale ae $ 47,534,000 


Under the terms of the above-mentioned agreement between the three governments, 
the above net cost is to be borne by Canada, the Province of Quebec and the City of 
Montreal in the proportions of 50%, 374% and 123%, respectively. 

Under the authority of the federal and provincial legislation the activities of the 
Corporation are financed by funds provided by Canada, the Province of Quebec and the 
City of Montreal, and the aggregate of the grants made by the three governments must 
not exceed $20 million, $15 million, and $5 million, respectively. 

In order to obtain additional funds required for its purposes, section 12 of the 
federal Act provides that the Corporation may, with the approval of the Minister of 
Finance and the Minister of Finance of Quebec, borrow money, on the security of notes, 
bonds or debentures of the Corporation. Such notes, bonds or debentures are to be issued 
at such rates of interest and subject to such other terms and conditions as may be 
approved by the Governor in Council and the Lieutenant-Governor in Council, and are 
to be jointly guaranteed by Canada and Quebec. In addition, subsection (5) of section 12 
provides that the Corporation may borrow money from the Minister of Finance for 
temporary purposes and the Minister of Finance, with the approval of the Governor 
in Couneil and subject to such terms and conditions as the Governor in Council may 
prescribe, may lend money to the Corporation for such purposes out of the Consolidated 
Revenue Fund, but the ageregate of all amounts loaned to the Corporation under this 
subsection and outstanding at any time shall not exceed $1 million. 


In view of the fact that the Corporation does not expect to earn any appreciable 
income until the year 1967 when the Exhibition takes place, a statement of operations 
was prepared for the period December 20, 1962 (date of inception of the Corporation) 
to December 31, 1963 showing detailed operating expenditures made from the grants 
received during the period from the three governmental sources. Capital expenditures 
represented by fixed assets and prepaid development costs are shown on the Corporation’s 


balance sheet, the total thereof representing the proprietorship equity of the three gov- 
ernmental contributors at December 31, 1963. 


: 
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Section 15 of the Canadian Corporation for the 1967 World Exhibition Act requires, 
under subsection (1), that the Corporation submit an operating budget and a capital 
budget annually to the Minister designated to act as the Minister for the Exhibition and 
to the Minister of Industry and Commerce for the Government of the Province of 
Quebec for their approval and for the approval of the Minister of Finance and the 


Minister of Finance of Quebec, and the capital budget so approved shall be laid by the 
first-mentioned Minister before Parliament. 


| Pursuant to this provision, an initial operating budget for 1963 totalling $1,338,034 


WAS prepared and submitted to the appropriate Ministers in April 1963 and was approved 
in September 1963. A revised operating budget in the amount of $1,295,000 for 1963 was 
approved by the Minister for the Exhibition and the Minister of Finance on January 21, 
1964, and later by the Minister of Industry and Commerce for the Government of the 
Province of Quebec. 
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The accounts of the Corporation for the period disclosed that the total expenditures 
xceeded this budget by $142,577 as follows: 


Funds Expenditures 
Advanced by Excess 
for Budget Corporation Expenditures 


RR Bley O Se ak cP eee k lacs d civ bys Sodas nielnn dors, $ 647,500 $ 718,789 $ 71,289 
evinces of Queberr, jue rx, 40sec owes ileeecis 485,625 539,091 53,466 


Ronee nha AB eneh vor cae wx nn, 161,875 179,697 17,822 


$ 1,295,000 $ 1,487,577,  $ 142,577 


The expenditures made in excess of the budget, shown above in the amount of 
142,577, were caused by the engagement of staff and the incurring of other operating 
osts in excess of those authorized in the 1963 revised budget. 


| Section 8 of the Canadian Corporation for the 1967 World Exhibition Act provides 
nder subsection (2) that the Corporation shall submit a plan of organization to the 
overnor in Council and the Lieutenant-Governor in Council for approval, showing the 
limber of officers and employees estimated to be required for the proper conduct of the 
hsiness of the Corporation, the proposed classes of positions and rates of compensation 
ir each class and that the Corporation shall not employ an officer or employee except in 
“cordance with the plan of organization so approved. 


| A plan of organization as required by the above-mentioned statute was prepared and 
-bmitted to the appropriate Ministers in April 1963. This plan, which was approved by 
fe Governor in Council and the Lieutenant-Governor in Council, provided for a total 
ctablishment for 1963 of 79 positions. 
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The examination of the records of the Corporation disclosed that the number of 


personnel engaged during 1963 exceeded the above authorization by 57 persons. Further-— 
more, the salaries paid during the period were, in 80 instances, either in excess of the 
salary ranges authorized for the same or comparable positions, or applied to positions not) 
provided for in the approved plan of organization. 


; 


On March 23, 1964 a new plan of organization was approved by the Governor in| 


Council under Order in Council P.C. 1964-433, which provided that the total number of | 
staff shall not exceed 400 during the year 1964. The salary scale approved for these posi-- 
tions in certain of the categories provides for higher salaries than the scale approved 


for the year 1963. The new plan of organization was also approved by the Lieutenant-_ 
Governor in Council on March 24, 1964 under Order in Council No. 580 which, in 
addition, approved retroactively the size of the staff and the salaries paid during the 


period ended December 31, 1963. 


The following is a summary of the $1,438,000 expenditures of the Corporation during | 


the period to December 31, 1963: 


Period from 


December 20, 1962 


to 


December 31, 1963 


Operating expenses— 


Salaries fand: “employee DeMmefts. cc ao ccc nce cteels S cvcem eee sicieie seis eel eereistste eredmeretctets $ 373,000 
Travel ‘and-representation =. Basscadins season Meme 6 Oe OE v5 SRO ICL Cie cue Sei eet 96,000 
Postage; telephones and telegraph (2. <n Seejecc. cetera tees catetroete cle ete ere 28,000 
Advertising) andipublicity. nyaesacs adorns nie Soe elas Ie ee SE Ce ee eee 87,000 
OGies rent. soc Ree 08 snc aie tereatacs. 0) cveselegn te wahoo. d @eliratomiens abe dake eave ee a 57,000 
Office stationery and expenses Qo Foc. oaraacase ao ca teasers alors aes sae Ae ane 32,000 
Administrative services including fees to management consultants .............. 39,000 
Recruitment and relocations oft personnel) |. ads «20s « Seems sata cee ee eee 16,000 
Themegandysymbol development sere see erei te cinerea cretreerraie eae a ieere ere 24,000 
Fees for special’ economic, ShUdIes ove oo us. 0 \eav ane cee ce eee Cee eee ae 65,000 
Fees for;minimum time/and costischeduling’ .. 0.4 acc..sedes 044 fea eee ee 42,000 
Dégal sfeeg 05/5 oscil 5 Ph atdie £8 oun etn. eee g keels ee et ee 13,000 
Miscellancousiics tea. endian Sis atin cies RU ai cemetery te ee 34,000 
906,000 
Bank: interes amedi7t}-. tien ch. diane ee a eee eee ee 3,000 
903,000 

Capital and prepaid development costs— 
Capital, Costs: ices asasicests-s\ctew ace aten pau tetiee tee oates ota otc eee 246,000 
Prepaid idevelopment;: cogig a) ai5 tenets Mens. ants wet «ee eee ee wits Sb See 289,000 
535,000 


dig Shiaiaivigivin'e » prelereclelee¥ bis slams We Mule @lewln sei" Wie G/e's bala le.d cle ce hoe aie eee ee $ 1,438,000 
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| Since a portion of the total expenditures incurred during the period included the 
cost of furniture and equipment acquired for the Corporation’s headquarters, and the 
cost of leasehold improvements, as well as certain prepayments which it was felt were 
more properly chargeable in whole or in part against future accounting periods, partic- 
ularly those in which revenues are likely to accrue, these items totalling $476,000 
($535,000 shown above, less provision of $59,000 for depreciation and amortization 
neluded in the operating expenses in the Corporation’s financial statements for the period) 
lave been classed as “capital and prepaid development costs”, and have been shown as 
juch in the Corporation’s balance sheet. The total of $476,000 represents the proprietorship 
quity of the three governments at December 31, 1968. 


4 
, 


In the course of this initial examination of the Corporation’s accounts and financial 
tatements, the attention of the management was drawn to certain transactions and 
wractices originating in the closing months of the year 1963 which, in the opinion of the 
oint auditors, were inconsistent with those usually followed by Crown corporations and 
‘overnment agencies facing similar problems. They were discussed in detail with both 
he Commissioner General and the Deputy Commissioner General who explained why 
hey considered the expenditures involved to be necessary and particularly so at this 
nportant stage in the Corporation’s organization and development. In accepting these 
xplanations at that time, the joint auditors advised the management of their intention 
) defer any further comment on the transactions and practices in question until the 


ampletion of the examination of the Corporation’s accounts for the succeeding year. 


During the course of the examination, two instances were noted where limited value 
as received by the Corporation for expenditures incurred : 


| 


_ 1. As from July 1, 1963 arrangements were made to sub-lease a portion of the Corporation’s 
| floor space in the Royal Bank Building in Montreal to a firm of industrial design and 
interior planning consultants, at the same rent per square foot paid by the Corporation 
to the Place Ville Marie Corporation, and up to the date of termination of the 
Corporation’s lease, i.e., November 15, 1965. No lease contract was drawn up but these 
arrangements were confirmed by correspondence between the Corporation and the 
sub-lessee. Towards the end of 1963, the Corporation being short of office space, agree- 
ment was reached with the consultants for them to move to another floor in the same 
building. The total of the expenses incurred by the Corporation in 1963 and 1964 in 
connection with the move amounted to $19,000 of which amount the Corporation has 
recovered $11,000 from the sub-lessee in 1964. 


2. In July 1963 the Board of Directors authorized the engagement of a professional 
engineer, to carry out the research necessary and to prepare a Critical Path Diagram 
for the more efficient carrying out of the Corporation’s objects and purposes, at a fee of 
$28,000. A contract was drawn up but was never executed by the two parties, and the 
arrangement was merely confirmed in a letter to the engineer dated August 6, 1963, 
signed by the former Director of Operations of the Corporation. The above amount of 
$28,000, as well as travelling expenses and translation costs totalling $5,005, was paid 


by the Corporation in 1963. 
95480—7 


| 
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From subsequent correspondence and memoranda on file, we gathered that the work | 
carried out and the report thereon submitted by the engineer in question failed to meet 
the expectations and requirements of the Corporation. It was not possible to make a 
precise evaluation of the unproductive portion of these costs. | 


The services of the professional engineer were dispensed with by the Corporation and 


the continuation of the work involved in the preparation and maintenance of the 
Critical Path Diagram was entrusted to a well-known firm of consultants in this. 


particular field. 


140. Canadian National (West Indies) Steamships, Limited. The active operations | 
of this company ceased in 1958 on the sale of its fleet of eight vessels to Cuban interests | 
and the winding-up of the company’s affairs is now under consideration. 


The Crown’s equity in the company at December 31, 1963 amounted to $495,000, | 
represented by cash, $39,000, and balance due under agreement of sale of vessels, 
$470,000, less liability in respect of unclaimed matured bonds, $14,000. 


The balance due under agreement of sale of vessels represented the final instalment, - 
including interest, due August 19, 1963 under terms of letter of credit confirmed by the 
Bank of America, payment of which was prohibited by the Cuban Assets Control | 
Regulations of the United States of America dated July 8, 1963. 


141. Canadian Overseas Telecommunication Corporation. The objects of this 
Corporation, established in 1949 by the Canadian Overseas Telecommunication Corpora- 
tion Act, now R.S., ¢.42, as amended, are: to establish, maintain and operate external 
telecommunication services for the conduct of public communications, to carry on the 
business of public communications, to improve the efficiency of telecommunication 
services generally, and to co-ordinate Canada’s external telecommunication services 
with those of other nations. To these ends the Corporation, in 1950, acquired the Canadian 
external telecommunication facilities of Cable and Wireless Limited and Canadian 
Marconi Company Limited which provided cable and radio-telegraph circuits between 
Canada and Britain, Australia, New Zealand, New York and St. Pierre and Miquelon, 
and radio-telephone services to Britain and the West Indies. The most recent of many 
major subsequent developments was the completion, in December 1963, of the Common- 
wealth Pacifie Cable System, a multi-channel, multi-purpose cable between Canada and» 
New Zealand and Australia, An extension of this service to South-East Asia is expected 
to be in service in 1966. 


The equity of the Crown in the Corporation amounted to $65,779,000 at March 31, 
1964, an increase of $8,832,000 over the equity at the end of the previous year, 4 d 
consisted of advances of $55,462,000 for capital purposes and a surplus of $10,317,000. 


The capital requirements of the Corporation are financed in part by loans provided 
by parliamentary appropriations, with the balance provided out of accumulated earnings. 
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During the year the Crown advanced $7,820,000 for capital purposes, $2,000,000 of 
which was advanced late in March and was on hand at the year-end. Capital additions 
amounted to $6,086,000. At March 31, 1964 the estimated cost of completing approved 


3apital projects was $28,600,000, of which $10,400,000 related to the year ending March 31, 
L965. 


| During the year surplus was increased by $2,692,000 of which $2,386,000 represented 
the net profit for the year and $306,000 a net adjustment of the amount recoverable from 
she Commonwealth Network for the years ended March 31, 1957 to 1963, inclusive. 


i= The following is a summary of the income and expense of the Corporation for the 


ast two years: 


Year ended March 31 
1964 1963 
ee iat 
Income— 
Telephone, telegraph, telex, circuit rentals, ete. .................... $14,278,000 $12,321,000 
Expense— 
Salaries, wages and foro vee, DemeGta Folic kes, be. cr de od us 3,105,000 2,591,000 
| ST EESTS UIST ene I Re i 2,855,000 2,376,000 
rial of circartg eI a eye tee 1,996,000 1,377,000 
: er eee ae OP ea Nay 1,687,000 1,339,000 
Operation, maintenance and repairs—buildings, plant and equipment 1,126,000 1,051,000 
SRT UOT Petts stint Yay | Res Guba Bid cds bode. dace 575,000 517,000 
11,344,000 9,251,000 
! Less: Estimated amount recoverable from Commonwealth Network 1,817,000 1,025,000 


9,527,000 8,226,000 


} 4,751,000 4,095,000 
Cost of additional pension benefits .............0cec0ccececeee5., — 116,000 
ORO MCOME TAK ial iesieiet sess: oe sseieecess.-cc......., 4,751,000 3,979,000 
| MOB Or WOME tx cise ok ee ee se sone csoseeoveececececcescs 2,365,000 1,971,000 


Ne aol cio Sou one secs cesis sc $ 2,386,000 $ 2,008,000 


_ Income increased by $1,957,000 or approximately 16% over that of the previous 
Yr, compared with an increase of 30% recorded last year. Revenue from all major 
‘Vices provided by the Corporation was greater than in the previous year, although the 
fe of increase in circuit rentals, the service which produces the major portion of the 
rporation’s revenue, was less than in recent years. Expenses also increased by 16% over 


nse of the previous year due to the increased activities of the Corporation. 
3548073 


| 


, 
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142. Canadian Patents and Development Limited. Section 17 of the Research Council 
Act, R.S., ¢. 239, provides for the incorporation of one or more companies by the National. 
Research Council for the purpose of exercising certain of the powers conferred upon the 
Council. Under this authority Canadian Patents and Development Limited was incorpor- 
ated in 1947 under the Companies Act, 1934, for the purpose of making available to 
industry, through licensing arrangements, the inventions and new processes developed by: 
the Council. The services of the company, which is located at Ottawa, are available to 
government departments, publicly supported institutions and universities. 

The following summary shows the results of the company’s operations for the year 


ended March 31, 1964 compared with the preceding year: 
Year ended March 31 


1964 1963 
Income— 
Royalties, licensing fees, CtC. ........eee cece cece reer eee tent eeeteees $ 376,000 $ 554,000 
Less: Costs of licensing rights and related technical assistance, etc. .. 25,000 63,000 
351,000 491,000 
(Gyiavsse: Ghats elo MPRA ABN oy a me cr cimendo ce hai AGncco so emedn Ooo 41,000 24,000 
392,000 515,000 
Expense— 
Promotionsandadevelopr cit masse ctec -eretereeicrretels te eaetteteraceetetelereteretereetens 103,000 7,000 
Services provided by National Research Council .............-004- 42,000 36,000 
Patent attorneys’ fees and other patent expenses ..............00-- 38,000 55,000 
Salaries <i: vesscctetnaeerevennl ote Sores os bvecerclaes ws sretotoralaercttetarabauo ays olctere. etoreme, oionetete 29,000 29,000 
Awards® LOMmMVeNGOIS cies. cctercio ms ciiaroe eis teta creisttetetaraterncte ciate ites ioneters 15,000 19,000 
Other sex pensSes = earsesacerc om teves ahem e crcl aed aia a aioe te sever arn mares 16,000 3,000 
243,000 149,000 
INetaprofit ois. Peeeeenina clink cs ham AUC AR CORTE Vee a ate Dee oO Ate Reena $ 149,000 $ 366,000 


The decreased income from royalties, licensing fees, etc., is largely attributable to one 
licence. The income from two other licences was considerably less than in the preceding 
year but in these instances there was a corresponding reduction in the cost of licensing 
rights and related technical assistance, ete. 4 

The increased cost of promotion and development resulted from the policy, referred 
to in last year’s Report, of placing more emphasis on the development of products and 


techniques that the company was in a position to lease on a royalty basis to priv. 
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industry. In addition to the substantial increase in expense incurred in connection with 


the program, there were also outstanding commitments of approximately $69,000 at 


March 31, 1964. The reduction in the cost of patent attorneys’ fees and other patent 


expenses was largely due to the fact that there was no expense in the year under review 


comparable to that incurred in the preceding year for the filing of patent applications 
on a device in several countries. 


The net profit of $149,000 resulted in a corresponding increase in the Crown’s equity 
nm the company which, at March 31, 1964, was $969,000, comprising capital stock of 


$296,000 and surplus of $673,000. 


| 


} 


_ 148. Centennial Commission. The Centennial Commission, formerly the National 
Yentennial Administration, was established by the Centennial of Canadian Confederation 
\ct, 1960-61, c. 60, as amended (1963, c. 36) to promote interest in, and to plan and 
mplement programs relating to, the Centennial of Confederation in Canada. The Com- 
aission, with its head office in Ottawa, consists of a Commissioner, an Associate Commis- 
loner and twelve directors, all appointed by the Governor in Council. 


Section 10 of the Act directs that there shall be a special account in the Consolidated 
‘evenue Fund, to be known as the Centennial of Confederation Fund, to which shall be 
-edited the amounts appropriated by Parliament for the purposes of the Fund. The 
Tinister of Finance may, on the recommendation of the Secretary of State of Canada 
who is the Minister designated by Order in Council P.C. 1964-156 of F ebruary 3, 1964 
8 the appropriate Minister under the Centennial of Canadian Confederation Act and the 
inancial Administration Act), out of the Consolidated Revenue Fund pay to the 
(ommission “such amounts as are from time to time required for the purpose of making 
ants to any province, or to any organization the objects of which are similar to the 
djects of the Commission, for the observance of the Centennial of Confederation in 
anada”, The amounts paid by the Minister of Finance to the Commission are to be 
‘arged to the Fund but a payment may not exceed the balance standing to the credit 
the Fund. 
| The purposes for which grants may be made out of the Centennial of Confederation 
ind, as defined by the Centennial of Canadian Confederation Act, have been restricted 
> the Appropriation Acts which provided for payments to the Fund. Privy Council 
rtes 59, Special Appropriation Act, 1963 and Appropriation Act No. 5, 1963, provided 
' the payments of $1,000,000 in 1962-63 and $2,000,000 in 1963-64 respectively, to the 
ntennial of Confederation Fund “to enable grants to be made to the Provinces for 
val projects of a lasting nature (the total of such grants not to exceed $1 per capita of 
ulation per Province)”. No grants having been made out of the Fund, the balance 
‘March 31, 1964 was $3,000,000. 


| 


All other expenditures are made from moneys appropriated by Parliament for the 
purpose. The following is a summary of the expenses of the Commission for the year. | 


ended March 31, 1964: | 
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Grants, programs and projects ......-.seseeeeee etree ester eset eeeeees $ 1,495,000 
Administrative expense— 

Salaries and employee benefits .......... sees cece sere eee e terre ees $ 272,000 
Professional and special ServiceS ........c creer eect erent tee e eens 45,000 
UT eel ae ee Ae eee ete ree es eee chic stciaatel ciel heel citeqs (eveteveloberero\ejeereheteterenerens 34,000 
ACCODAMMOG AE Onset accra ca ok eae eae Sic toto ie ve ohe le) @i ors fo ekelo [ovee. <tofene areuerormteterege! eae 25,000 
Stationery, supplies and office equipment .....-.+-.+eeeeeeeeeeeee 16,000 
EHS ee ce ee iuiela. hele BRO ECPI Mt etepcrat tata Resear rte 27,000 

oe 419,000 

$ 1,914,000 


Of the total expense of $1,914,000, an amount of $1,882,000 was provided by parliamentary 
appropriation and $32,000 was the estimated value of accommodation and accounting) 
services provided without charge by government departments. . 


Payments on account of grants, programs and projects were made pursuant fot 
section 9 of the Act which provides that the Commission may, subject to the approval of 
the Governor in Council for expenditures greater than $25,000, undertake programs and 
projects related to the observance of the Centennial of Confederation and engage in joint: 
programs with, or make grants to, any province or any organization with objects similar 
to those of the Commission for the observance of the Centennial of Confederation. The 
largest of these was $1,306,000 paid to the Fathers of Confederation Memorial Citizen 
Foundation representing the Federal Government’s 1963-64 contribution toward the 
construction of the Fathers of Confederation Memorial Building at Charlottetown, P.E.L 
The Centennial Commission and various provincial governments are sharing the cost of 
this building equally, with the federal contribution being limited to $2,800,000. To 
March 31, 1964 the Commission’s contributions to this project totalled $1,556,000. 


144. Cornwall International Bridge Company Limited. The shares of this company 
are owned equally by The St. Lawrence Seaway Authority and the Saint Lawrence Sea- 
way Development Corporation (a United States Government corporation). 


The company has been in process of winding up since July 3, 1962, when it ceased 
to operate the toll bridge system across the St. Lawrence River between Cornwall, 
Ontario, and Rooseveltown, New York. The system is now operated by The Seaway 


International Bridge Corporation, Ltd., a subsidiary of The St. Lawrence Seaway 
Authority. ‘ 


The equity of the Seaway entities in the company at September 30, 1963 consisted 
of capital stock of $50,000 less a deficit of $6,000. 


de , 
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Since the close of its financial year ended September 30, 1963, the company has 
ered free of charge to the Town of Massena, New York, a bridge over the 
| Racquette River, a road serving the bridge, and land for the road allowance. The remain- 
ing parcels of land owned by the company have been offered for sale. 
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| 145. Crown Assets Disposal Corporation. In 1944 the Surplus Crown Assets Act 
‘established the War Assets Corporation which, by a 1949 amendment to the Act, became 
‘the Crown Assets Disposal Corporation. With certain specified exceptions, the Corpora- 
tion is responsible for the disposal of the surplus assets of all government departments 
and most of the Crown corporations and agencies. Also, the Corporation has entered into 
Be cements with Britain and the United States whereby it disposes of surplus Canadian 


property of these countries. The head office of the Corporation is in Ottawa, with sales 
offices in a number of Canadian cities. 


As has been the case for a number of years, the Corporation was authorized for the 
1963- 64 financial year to retain 4% of the net proceeds of sales of lands and buildings 
ind of the interest earned on long-term sales agreements and 10% of the net proceeds 
wf all other sales to meet its administrative and other expenses. A summary of the 
-orporation’s income and expense for the year ended March 31, 1964, together with 


omparable figures for the preceding year, follows: 


Year ended March 31 


| 1964 1963 
! Income— 
Percentage of net proceeds of sales made and of other income 
TIE 26/220 ocho cone I tet $ 832,000 $ 755,000 
Expense— 
Ore a a 453,000 450,000 
\ Praplayees’ tmoliare’ benefits o.oo, sscc se edccceeececececeeocssc.., 43,000 44,000 
ee. eh hit eee, Oe 55,000 53,000 
| Telephone, telegrams and PEAR Chan c ametre. Mewes eS ec oe oe eee 23,000 27,000 
Printing, stationery and office BU PHOS eres thGs Vaden Sree ee, 24,000 22,000 
a eA ee I due, Ue on} 15,000 14,000 
! ESTES os ORG Ley Fe ae OT Oe 11,000 10,000 
624,000 620,000 
Excess of income over SD CISC Birra ariel Sys sss ete ba heise arse voncts $ 208,000 $ 135,000 


| The $77,000 increase in income was due to a larger volume of sales, from the net 


loceeds of which the Corporation retains the authorized percentages referred to above. 
| Pursuant to section 81 of the Financial Administration Act, the Corporation was 
rected to pay to the Receiver General, as of March 31, 1959, and from time to time 
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thereafter but at intervals of not longer than six months, all of its surplus in excess of 
$100,000. The $208,000 excess of income over expense for the year under review was, in 
consequence, paid to the Receiver General, leaving the surplus balance unchanged at 
$100,000. 

The equity of the Crown in the Corporation’s agency account at March 31, 1964 
was $5,197,000, compared with $5,884,000 at the end of the preceding year, and was 
largely represented by amounts totalling $4,922,000 receivable under long-term interest- 
bearing sales agreements. 

The transactions in the agency account during the year ended March 31, 1964, 
compared with the preceding year, are summarized as follows: 


Year ended March 31 
1964 1963 
Proceeds from sales, etc. 
Government of Canada .........ceeceeeeer cree eee teceseensesens $10,194,000 $ 7,790,000 
Other principals) civ. soe fer ecenn Cheetah se eae ae here 822,000 823,000 
ARNG SB oo nemo OG cence Sonor Cnt Udc ama Un Gn OEM U an GUO bec 223,000 268,000 
11,239,000 8,881,000 
Less: Direct costs relating to sales ..........eeseceeerecececcccers 42,000 29,000 
11,197,000 8,852,000 
Deduct: 
Percentage of net proceeds from sales, etc. retained by the 
Corporation <hiaiwiile sees Hee'er soy arena as ee Dene pnyaro eee Tigee reek 832,000 755,000 
Remittances to Receiver General of Canada ..........ce:eeeeeeees 10,314,000 8,715,000 
Other remittances? ©...anscawe cece oats « eueken erecenie: = Seteritre seks Parereteens 642,000 745,000 


11,788,000 10,215,000 


Increase (decrease) in equity: 
i Bdatiale: Ae aw 2 sae aerate See bare ee ek OP ee ( 687,000) (1,358,000) 
hs er ee ESN rn ere haart tad Oe Ao G O43 96,000 ( 5,000) 


Government of Canada 
Others 


$( 591,000) $(1,363,000) 


The greater part of the increase in sales on behalf of the Government of Canada 
is accounted for by the sale during the year of the Toronto Armouries to the Municipality 
of Metropolitan Toronto for $2 million. 


146. Defence Construction (1951) Limited. This Crown-owned agency was incor- 
porated in 1951 under the Companies Act, 1934, pursuant to the authority in section 7 
of the Defence Production Act, now R.8., c. 62. The company is responsible for awarding 
and supervising contracts for defence construction projects. Funds to finance the projects 
are provided by the departments concerned, or by the United States Government for 
projects undertaken on its behalf. Expenditures on defence construction projects which 
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| 
were approved by the company for payment by the Department of National Defence 


and by the United States Government decreased from $72 million in 1962-63 to $29 
million in 1963-64. The decrease was due to the completion of projects awarded in prior 
years and a decrease in the value of awards made in 1962-63. 


Funds to cover the company’s operating expenses are provided annually by means 
of a Department of Defence Production appropriation. The following is a comparative 
summary of the operating results for the past two years: 


| 


Year ended March 31 


| 1964 1963 

| Expense— 

| pAlapieseand siving. allowances ...<... 00-0 <. cess occ deeccceccceee, $ 1,949,000 $ 2,575,000 
| Fersrer and TemOV al Sree. fon, noe eek. eels, Be ee 163,000 246,000 
| Piapioyces welfare beneuts. 1.02... on bee ss linc - ces tbeeee.dbhcccll 140,000 181,000 
| ee ae SNR a Re PR er A to peeln, poe 280,000 265,000 


2,532,000 3,267,000 


Income— 
| Reimbursement for engineering and administrative services ........ 21,000 45,000 
prhertsiconie Wa SPREE eure Berl Py eis ee yo 1,000 1,000 
22,000 46,000 
Bees me rata tract as « byarees sips ~ PHM OE. Yes swltews decra 2% $ 2,510,000 $ 3,221,000 


A reduction in staff during the year accounted for the decrease in expense. 


147. Eldorado Aviation Limited. This company, incorporated in 1953 under the 
ompanies Act, is a wholly-owned subsidiary of Eldorado Mining and Refining Limited. 
‘perating from headquarters in Edmonton, it provides air transportation services on 
shalf of the parent company and Northern Transportation Company Limited, another 
ubsidiary of Eldorado Mining and Refining Limited. These two companies share the 
ost of operations of Eldorado Aviation Limited on a “cost per ton-mile” basis. 


The equity of Eldorado Mining and Refining Limited at December 31, 1963 amounted 
4 $256,000 comprising capital stock of $28,000, surplus of $128,000 and reserve for 
ninsured losses of $100,000. This reserve was established during the year by the transfer 
' $100,000 from surplus to segregate an amount which, in the opinion of management, 
as sufficient to provide for potential losses due to accidents to aircraft not covered by 
‘mmercial i insurance, particularly in view of the company’s decision in the previous year 


| increase the deductible portion of aircraft insurance coverage from $5,000 to $25,000. 
954808 
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The following is a comparative summary of the net expenses of the company for its | 


last two financial years: 


Year ended December 31 
1963 1962 
Salaries, wages and contributions to employees’ pension plan .........- $ 187,000 $ 251,000 
TRROAITE 5 oh ees Dag sno de 6 Ate Oe me se alee prem merece Oe es 167,000 81,000 
Supplies ives dene aareies owed sd oops he Mane et tee ee “ameo elegee eee 153,000 134,000 
Depreciation <a. cv.-seidne scan saint omctersvime gs sles aisles ask dative ee 49,000 59,000 
Hangar expense. 5... vee see a carne ns ce om we ems ce orem mans enoiremcieiace 44,000 32,000 
TNSUTATIGSE os eiee ce Ta aleis o capehenosaiwie ls wre, Oreys ale olmtesnilcy evoneriener tere skoustoorenriarevoteaatnses 35,000 50,000 
CVE AE e e deeactiverck ces wins Xo Winceres ota te nconhcagw ahem ake detect diate ele late ecu tas 41,000 32,000 
T Ota lex PCTISOS cc cmir ey nthe ely weiwaee Poe en ae ge CIS ten eg tel aa ctete Pere 676,000 639,000 
Less: Miscellaneous income .........02..ccsereeee- seeeesetseneveeres 5,000 30,000 
Net expetises: 2... 0ci.n0e bees ce Se cie som meee ener ine ale netenerrrertereieg $ 671,000 $ 609,000 


The net expenses for 1963 were recovered from Eldorado Mining and Refining | 


Limited to the extent of $533,000 and from Northern Transportation Company Limited 
to the extent of $138,000. 


The decrease of $64,000 in salaries, wages and contributions to employees’ pension | 
plan was largely due to mechanics’ wages totalling $20,000 expended in reconditioning a — 
recently-acquired used DC-83 aircraft being charged to its capital cost, and to there being | 


no counterpart to the payment of the final annual instalment of $40,000 made in 1962 to 
the employees’ pension plan covering the company’s share of the cost of increased pension 
benefits. 

The increase in repair expenses of $86,000 included $57,000 expended to date on the 
overhaul of a DC-4 aircraft and costs of $20,000 incurred in repairing a Bell helicopter 
damaged in an accident. 


148. Eldorado Mining and Refining Limited. This company was incorporated in 1945 
under the Companies Act, 1934, following expropriation by the Government of Canada 
in 1944 of the shares of a privately-owned company incorporated in 1927. The head office 
of the company is in Ottawa, the Beaverlodge mine is near Uranium City, Saskatchewan, 
and the refinery and administrative offices are in Port Hope, Ontario. The principal 
functions of the company are to produce, refine and sell uranium and allied products. 

The equity of the Crown in the company at December 31, 1963 amounted to 
$51,051,000, consisting of capital stock of $6,586,000 and surplus of $44,465,000. Dividends 


of $2,000,000 were paid to the Receiver General during the year, compared with $3,000,000 — 


paid in the preceding year. 

In 1962 the company contracted to sell to the United Kingdom Atomic Energy 
Authority 24,000,000 pounds of U308 in concentrates between the years 1962 and 1971. 
Under parallel agreements, the company contracted to purchase 20,917,000 pounds of 
U308 from six producers. The balance of 3,083,000 pounds is to be supplied from the 
company’s own mine. The contract provides for the deferment of payment for certain 
deliveries until the later years of the contract period. The amounts of about $21,000,000 
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| thus deferred at December 31, 1963 were expected to reach a maximum of almost 
$32,000,000 in 1965 and to decline thereafter until fully paid in 1973. 


The concentrates being procured under the aforementioned and certain other contracts 
are purchased in some cases at unit prices higher and in other cases lower than the prices 
at which the concentrates are to be sold to the United States and United Kingdom 
governments ; however, all purchase costs will be recovered before the contracts are 
completed. Charges are being applied against the contract revenue for the company’s 
services in administering and financing the ore procurement program. At December 31, 
1963 the excess of costs and expenses over sales of concentrates procured from other 
producers amounted to $3,000,000, of which $1,200,000 was incurred in the year under 
review. All such excess costs and expenses will be offset in subsequent periods when 
deliveries will be made at prices exceeding the costs of acquisition. 


During 1963 the Governor in Council granted authority for the entry into contracts 
setween Her Majesty the Queen in right of Canada, represented by Eldorado Mining and 
Refining Limited, and certain Canadian uranium producers for the purchase by Her 
Majesty of uranium-bearing concentrates. At December 31, 1963 the company was the 
sustodian of uranium concentrates thus acquired at a total cost of $6,342,000. Funds 
‘or the acquisition of these concentrates were provided by Department of Trade and 
vommerce Vote L63c, Appropriation Act No. 5, 1963 and accordingly their cost was 
vot included in the accounts of the company (see paragraph 97). 


, 
| 


| The following is a summary of income and expense for the financial year 1963, in 
omparison with the preceding year: 


Year ended December 31 


1963 1962 
Income— 
Sales of uranium concentrates, uranium metal and related products, 
. and revenue from refining services ...........6.-00eeee0ecc-205.. $24,281,000 $26,695,000 
| 
Expense— 
Mining, milling, refining and other EXPCHSCSR ae Se ee aire hors 11,873,000 12,160,000 
EP EeOTs, AIOE ION .JPONT OC). OF pete oO). 4,162,000 3,952,000 


| 
Amortization of cost of acquiring rights to deliver concentrates on 
cancellation of contract with another OLOGU COTA rere a yrasely se ee 3,468,000 


3,234,000 
Amortization of pre-production, mine development and other 
eae nee ee ee ee aed te BEG 807,000 836,000 
See domicsearcuty, Says ome iG ) se Mute ol) edt i 769,000 351,000 
21,079,000 20,533,000 
| Pemuncomer from operations of) .2)0077).5..u.00000. LOO. 3,202,000 6,162,000 
| Income arising from the financing of ore procurement program .... 1,255,000 264,000 
| Interest and other non-operating income (net) ................... 1,226,000 1,384,000 
5,683,000 7,810,000 
Berm LOD AN COMET EA 82h dy ts Scie ow veld doreic Hod espe emhoker 2,900,000 3,600,000 
| 
EM OO aS Sti dese 5a F454 bc 8 os bd fabdshu pidsin ashes 28 FOE ooe $ 2,783,000 


95480 —83 


| 
| 


$ 4,210,000 
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The downward trend in sales volume and the adverse effect of the deferment of 


deliveries under the terms of certain contracts has resulted in a decline of $2,414,000 in 
sales revenue. 

Included in the mining, milling, refining and other expenses is $427,000 representing 
the sum of the write-off of $224,000 due to a revaluation of uranium and uranium 
products inventory at the Port Hope refinery to current market values and the write-off 
of obsolete and slow-moving stores at Beaverlodge in the amount of $203,000. 

In 1960 the company acquired, at a cost of $19 million, the rights of another uranium 
producer to deliver concentrates to the United States Atomic Energy Commission. This 
cost is being amortized on a pro rata basis against the total production remaining to be 
supplied from the Beaverlodge mine. After amortizing $3,468,000 during the year, a 
balance of $3,121,000 at the year-end remained to be written off. 

Under the provisions of the contract for the delivery of 24,000,000 pounds of uranium 
concentrates to the United Kingdom Atomic Energy Authority, the basic selling price 
is $5.37 per pound and the average cost of procurement is $4.954. Thus there is an average 
excess of selling price over cost of 415 cents per pound to cover costs of administering 
the contract and financing deferred payments. Deliveries during 1963 were 3,146,274 
pounds resulting in an excess of selling price over average cost of $1,306,000. After 
allowance for administrative costs of $67,000 and a special credit of $16,000 obtained 
under one of the contracts, a balance of $1,255,000 remained as income arising from the 
financing of this portion of the ore procurement program. 


149. Export Credits Insurance Corporation. This Corporation was established in 
1944 by the Export Credits Insurance Act, R.S., ¢.105, to provide insurance to Canadian 
exporters of goods and services against the risk of non-payment by foreign buyers. The 
Corporation, which has its head office in Ottawa and branches in Montreal and Toronto, 
is intended to operate on a self-sustaining basis from premiums charged on contracts of 
insurance. Where the Corporation is of the opinion that a proposed contract of insurance 
would impose upon it a liability for a term or in an amount in excess of that which it 
would normally undertake, it may seek the approval of the Governor in Council, pursuant 
to section 21 of the Act, to enter into the proposed contract of insurance. In the 
event of a loss under this section (there has been none) the moneys required to discharge 
the liability are payable from unappropriated moneys in the Consolidated Revenue 
Fund. A 1959 amendment to the Act introduced section 21A under which the Corporation 
may, with the authority of the Governor in Council, provide financing for long term 
export sales of capital goods with funds available out of the Consolidated Revenue Fund. 

The Crown’s equity in the Corporation at December 31, 1963 was $57,291,000 con- 
sisting of share capital of $5,000,000, capital surplus of $5,000,000, earned surplus of 
$3,254,000 and an underwriting reserve of $5,000,000, together with advances and accrued 
interest totalling $39,037,000 in respect of long term financing of sales agreements under 
section 21A of the Act. The Corporation held Government of Canada bonds having a pat 
value of $18,900,000. 

Export sales insured by the Corporation on its own account during 1963 totalled 
$100,000,000 on which premiums of $673,000 were earned. Export sales insured under — 
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section 21 of the Act totalled $46,000,000 and premiums amounted to $513,000 of which 
$385,000 was remitted to the Receiver General and $128,000 was retained by the Corpora- 
tion in respect of expenses and overhead, in accordance with a basis authorized by the 
Minister of Trade and Commerce. At December 31, 1968 the liability of the Corporation 
under contracts of insurance issued and outstanding totalled $293,314,000 of which 
| $206,532,000 was for contracts entered into under section 21 of the Act. 


At December 31, 1963, after three years of operation in the field of direct financing 
| of long term export sales of capital goods under the authority of section 21A of the Act, 
the Corporation had signed agreements to finance export sales amounting to 147,000,000 
of which $67,000,000 had been disbursed. In addition, the Corporation had agreed to 
| finance $39,000,000 of prospective sales and had undertaken to guarantee negotiable 
instruments totalling $7,810,000 with respect to completed sales. During the year the 
Corporation also sold guaranteed promissory notes having a face value of $27,000,000, 
which had been purchased under section 21A, to the Export Finance Corporation of 
Canada, Ltd. (a subsidiary of the Canadian chartered banks). The Corporation continues 


to be responsible for the administration of these notes, which mature within five years, 


| 


and guarantees payment of principal and interest. 
i 
| The following is a comparative summary of operations for the past two financial 
years: 

{ 


Year ended December 31 

1963 1962 
Income— 
Et unsrnady fees earned’ 7.95.00. s eee N,. ates, le Yee $ 1,003,000 $ 921,000 
Expense— 
Salaries and employee benefits ...........0.0ccccccccceccccccceeee. 381,000 316,000 
Be NM a ee ati cele ah te. cues Se vas euiee nidueee oe 36,000 33,000 
| Stationery, printing and office Chas NN to poh Sao ee Aree ee 29,000 16,000 
ar canner eine eh ort, eerste isc lMO OSE PeiTM rs | 25,000 21,000 
Communications expense and credit RepOrieys wae Tonee fois. tH 20,000 19,000 
} Et a oe tee ef hs at 27,000 34,000 
| 
518,000 439,000 
485,000 482,000 
Policyholders’ claims— 
Be Ovetion Gare geen. Oe Siw, Le Ler on en el Bons 597,000 687,000 
eae et. he, PER. 085 5. AIR ORE. BREE 195,000 164,000 
| 402,000 523,000 
Excess of income and net recovery on policyholders’ claims over expense _ 887,000 1,005,000 
) ura aesnyerest fon anvestmients ” . ....00;% cas nesordsucaresachececetnn, 774,000 719,000 
} 1,661,000 1,724,000 
} 

ROR OF. NI I i oo ans yes v.65. neon cc ece cknae etek eee 796,000 828,000 


ee eeree. 7 eS Be. 8). INE, ue AUD... Wd $ 865,000  $ 896,000 
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The cost of additional staff for the Export Finance Division formed in 1961 and for 
insurance and general administration was largely responsible for the increase of $79,000 — 
in the Corporation’s expenses during the 1963 financial year. 

The following is a summary of transactions during the year in respect of claims 


paid to policyholders: 


Outstanding Claims Amounts Written Outstanding 

Type of claim Jan. 1, 1963 paid recovered off Dec. 31, 1963 
Insolvency ......+..++e0> $ 198,000 $ 98,000 $ 18,000 $ 14,000 $ 264,000 
IDYSichilin, Goracesnatooodn oT 299,000 52,000 15,000 76,000 260,000 
Exchange transfer ........ 982,000 34,000 564,000 (42,000) 494,000 
(Olea ne aigccie oorsuoao DO ur 1,000 11,000 — 11,000 1,000 


eee SS, eg re eee 


ee a 


Of the amount of $1,019,000 in claim payments shown above as outstanding at 
December 31, 1963, the Corporation anticipates making substantial recoveries, particularly 
in respect of those claims, amounting to $494,000, which were paid because of exchange 
transfer difficulties in the buyers’ countries. The amounts to be recovered will be added 
to income in the years in which recoveries are effected. 


150. Farm Credit Corporation. This Corporation was established in 1959 by the 
Farm Credit Act, 1959, c. 43, to succeed the Canadian Farm Loan Board which had 
operated since 1929. The purpose of the Corporation is to make, administer and supervise 
long term mortgage loans to farmers. The head office is in Ottawa and there are seven 
branches and 124 field offices throughout Canada. 

During the year under review the Government of Canada paid a further $3,000,000 
into the capital of the Corporation and advanced an additional $66,905,000 (net) by 
way of loans. At March 31, 1964 the equity of the Government in the Corporation 
amounted to $350,377,000, comprising: capital, $13,350,000; loans, $325,523,000; accrued 
interest on loans, $9,839,000; and reserve for losses, $1,665,000. 

During the year, 7,802 loans (6,453 in 1962-63) were disbursed to farmers to a total 
of $96,316,000 ($78,428,000 in 1962-63) and repayments amounted to $25,426,000 — 
($20,287,000 in 1962-63). Loans outstanding at the year-end, including accrued interest, 
amounted to $350,357,000 compared with $277,485,000 at the end of the previous year. 

The following is a comparative summary of the income and expense of the Corpora- 
tion for the past two years: 


Year ended March 31 
1964 1963 
Income— 
Interest: earnings’ ©5255. cc eites OA re ee ee ee ete $15,120,000 $11,806,000 
Deduct: Interest on loans from the Government of Canada ....... 13,188,000 10,200,000 
es 1,932,000 1,606,000 
Appraisals supervision, and- legal hecginrny.ci1 sie mm erreren ieee 521,000 500,000 


2,453,000 2,106,000 ° 
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Year ended March 31 
1964 1963 


Expense— 


| Salaries and employee benefits 


5.0.0 Did. Sid 6 SIC CAREC IAC RS Dee eens hen ae fe Oe 2,764,000 2,427,000 
Travel 


OTD SRUTee tS I Ret ne ae ae i ee a 310,000 277,000 
Cie EMCO Sere ays hee oe eee te) eet 217,000 212,000 
Postage, express, telephone, and telegingh ino seas, Ok 84,000 78,000 
Printing, stationery and office PUDUGS smh, re doe ee rk 38s 72,000 80,000 
Rental and maintenance of office CoMIpIeat AS ace en oe eRe 27,000 12,000 
Fees and expenses of part-time SD Oiaisers hp Gr: Mists). Hale! be ats 18,000 21,000 
Management consultants’ fees ............0 0. cece ec ecceeeeecce en. 16,000 — 
| ISNA G3 NOT ale Sees edie slap alam) ll aa i let ah Real 36,000 36,000 
| Berths Bren Ns PARIORD. GAS. LAM. ALP Bt ds ccc 28,000 43,000 
| ee te Sy ARS Eerie 
| 3,572,000 3,186,000 
| Net operating loss carried to Reserve for Losses ...................... $ 1,080,000 


Net operating loss, provided for by parliamentary appropriation ....$ 1,119,000 


| The increase of $386,000 in expense for the year ended March 31, 1964 resulted 
largely from the continued growth in lending activity and the consequent expansion of 
che Corporation which has resulted in an increase in staff from 183 at March 31, 1960 
50 468 at March 31, 1963 and 498 at March 31, 1964. 


‘In my report under section 87 of the Financial Administration Act, on the examina- 
‘ion of the accounts of the Corporation for the year ended March 31, 1964, reference was 
nade to the reduction in the Reserve for Losses during the past four years, due in part to 


he statutory obligation placed on the Corporation to lend money at a fixed rate, as 
ollows: 


“Section 15 of the Farm Credit Act requires the Corporation to establish a Reserve 
_ out of which may be paid ‘any losses sustained by the Corporation in the conduct of its 
__ business’. The section further provides that the Corporation shall credit its net earnings each 
year to this Reserve until the amount of the Reserve equals the capital of the Corporation, 
which amounted to $13,350,000 at March 31, 1964. In the years up to March 31, 1960, 
the Reserve for Losses had been built up to an amount of $3,748,862, including $3,486,048 
accumulated by the predecessor corporation (Canadian Farm Loan Board) to March 31, 1959. 


“Because the statutory lending rate of 5% on loans to farmers has not provided sufficient 
income to cover the interest paid on borrowings from the Government of Canada, administra- 
tive expenses and losses on loans, the Corporation has had annual losses since 1961. Losses 
aggregating $2,078,299 to March 31, 1963 were charged against the Reserve for Losses. 
The operating loss of $1,118,796 for the year ended March 31, 1964 was recovered from a 
Parliamentary appropriation (Vote 174e, Department of Agriculture) provided for that 
purpose and losses of $5,223 on real estate transactions were charged to the Reserve for 
Losses during the year. The balance in the Reserve at the year end was $1,665,340. 


“While continuation of the policy introduced during the year of providing a Parlia- 

_ Mentary appropriation to cover the annual operating loss of the Corporation will prevent 

further depletion of the Reserve by such losses, no provision has been made for the building 

up of the Reserve to an amount equivalent to the capital of the Corporation as is 
contemplated by the Farm Credit Act.” 
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The amendment to the Farm Credit Act which was assented to on June 18, 1964 
inereased the limits on borrowing for a single farming enterprise under Part II of the Act 
from $20,000 to $40,000 and under Part III of the Act from $27,500 to $55,000. The interest 
rate of 5% per annum remains unchanged on amounts loaned by the Corporation up to 
the previously existing limits of $20,000 and $27,500, but the interest rate to be charged 
on moneys loaned in excess of these amounts may from time to time be prescribed by 
the Corporation with the approval of the Governor in Council “which rate shall be 
sufficient, if the whole amount of the loan were to be loaned by the Corporation at that 
rate, to return to the Corporation an amount equal to the cost to the Corporation of any 
money borrowed for the purposes of the loan and the expenses of the Corporation in 


respect thereof, including a reasonable reserve against loss”. 


On June 25, 1964 an interest rate of 63% per annum was approved for moneys loaned 
under the new increased limits. Since this rate applies only to the portion of any loan in 
excess of $20,000 or $27,500, as the case may be, the operations of the Corporation will 
continue to result in an annual operating loss. 


151. The National Battlefields Commission. This Commission, which was constituted 
by the National Battlefields at Quebec Act, 1908, c. 57, with the objects of acquiring 
and preserving the historic battlefields at Quebec, comprises nine members, seven of 
whom are appointed by the Governor in Council and one by the governments of each of 
the provinces of Ontario and Quebec. 


Prior to 1958 the Commission was financed by statutory grants made from time to 
time under the constituting Act, but since then the Commission has been financed by 
annual parliamentary appropriations. At March 31, 1964 the proprietary equity of the 
Crown in the Commission amounted to $1,489,000 represented by an investment of 
$1,479,000 in capital assets and $10,000 in working capital. 


The following is a summary of the expenses of the Commission for the year under 
review compared with those of the preceding year: 


Year ended March 31 
1964 1963 
Salaries) wages and irelatediexpensesia-. see ein nn een te eee eee $ 154,000 $ 151,000 
Polieme services ey eons ee es Cee ee 20,000 14,000 
Repairssofroadssands criviewcvcn ers cere ee ere a rayon eee 18,000 21,000 
Wightueheste. power measoline si cleo meee er ee eae 11,000 10,000 
Operating supplies, andi nursery, Stocks. sass sync aeaceeees « headers wan SO 9,000 10,000 
Other expensed. 0. dent. ee ccd th: See ee eee) eee 7,000 6,000 
219,000 212,000 
Capital outlays 


LT LI hpse Goats eat UE reese ee ae 19,000 21,000 


$ 238,000 $ 233,000 
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| The expenses of the Commission were financed to the extent of $231,000 by parlia- 


mentary appropriation and the balance of $7,000 was provided by utilization of surplus 
_ available from previous years’ operations. 


Salaries, wages and related expenses include $4,000 paid to the former Secretary of 
_the Commission on his appointment, by resolution of the Commission, as Associate 
Secretary and Counsel in order that he might complete the five years of service required 
_ for pension eligibility. 

| Funds contributed by provincial and municipal governments and others in the years 
following the establishment of the Commission in 1908, which may be used only for 
the acquisition of land with prior parliamentary approval, amounted to $30,000 at 


| March 31, 1964. The only changes in the balance of this account in over thirty years 
have been the increases arising out of investment earnings. 


; 


152. National Capital Commission. This Commission was established by the National 


‘Capital Act, 1958, ¢.37, to succeed the Federal District Commission which had been 
established in 1927 as the successor to the Ottawa Improvement Commission, 1899. 


| The objects and purposes of the Commission under the Act are “to prepare plans 
for and assist in the development, conservation and improvement of the National Capital 
Region in order that the nature and character of the seat of the Government of Canada 
‘may be in accordance with its national significance”. Subject to the control exercised 
by the Governor in Council, the Commission has wide powers including those relating 
to: acquisition and development of property; construction and maintenance of parks, 
roads, bridges, buildings and other works; undertaking joint projects with municipalities 
or making grants to municipalities; construction and operation of concessions; and the 
administration of historic buildings and sites. The Commission consists of 20 members 
appointed by the Governor in Council from across Canada. 


The proprietary interest of the Government of Canada in the Commission, including 
loans, at March 31, 1964 totalled $99,049,000 represented by: cash, $384,000; inventories 
of tools, equipment and supplies, $215,000; and cost of capital assets, $98,450,000. 


The Commission’s activities are financed by annual parliamentary appropriations, 
withdrawals from the National Capital Fund and loans from the Government of Canada, 
along with incidental revenues from rentals, etc. A summary of the expenditure and 
other transactions for the past two years is as follows: 

Year ended March 31 


| 
1964 1963 


Operation and maintenance of parks, parkways and grounds adjoining 
Government buildings at Ottawa and Hull and general administration 


Bt PON hse fos cours b.eae Bie des bo wad Ribas cabs ewene. $ 2,892,000 $ 3,131,000 


Provided for by: 
Peat MPVCH PATO ADUSODTIAtIONS 4 x..<.cc-- 4 ds anes niswanc «casekecue ap ctas 2,668,000 2,905,000 
se PLD See ty sl pe apt pay FNP ale oat ee ee 224,000 226,000 


$ 2,892,000 $ 3,131,000 
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Year ended March 31 
1964 1963 
National Capital Fund transactions 
Amount due from National Capital Fund at beginning of year ...... $ (258,000) $ — 
Balance of Fund in hands of Commission at beginning of year ...... — 302,000 
Add: 
Amounts drawn from Fund ..........eeeee cece eee tree ere eeeec ences 7,850,000 5,500,000 
Proceeds from sales of property ........:ceeee eect ee etree ene eees 177,000 120,000 
7,769,000 5,922,000 
Deduct: 


Capital outlays for parks, parkways, railway lines and structures, etc. 3,960,000 


Repayment of loans to acquire property now in use—Ottawa River 


Parkway’ <., sleidc euceielcie’s ms waialeiave vesworniye a ewnie Hee + om oomenviate ieee ial 61,000 
Maintenance of land and rehabilitation works ...........0++eeeees 90,000 
Contributions to the City of Ottawa and other municipalities towards 

the cost of constructing roads, bridges, sewers, etc. ...........--- 2,672,000 

6,783,000 
Amount due from National Capital Fund at end of year ............ 
Balance of Fund in hands of Commission at end of year ...........--- $ 986,000 


Acquisition of property in the National Capital Region through loans 
provided by the Government of Canada 


3,367,000 


81,000 
2,732,000 
6,180,000 


$ 258,000 


$ 901,000 


9,428,000 
372,000 


10,701,000 
9,471,000 


$ 1,230,000 


$ 1,776,000 


Unexpended balance of loans at beginning of year ..............+++. $ 1,230,000 
Add: 
Governmentnow Canadas lognsy (Met) mesernter trustee eee ya trite nes 12,081,000 
Proceedsstrom) sales) Of. Propervys tases Ooi ae rote ise = olsiimieiyeteie terete 119,000 
13,430,000 
Deduct: 
Expenditures, for acquisition, of ,property .. ..:tadexa/s. ss saade dan sees 13,047,000 
Unexpended balance of loans at end of year ..........cccccccccses $ 383,000 
Interest charges on outstanding Government of Canada loans 
Intereston: Loans Wisi maenccmrens clone otintine teen nace Cie rectac teen $ 2,319,000 
Provided for by: 
Parliamentary: appvopriation.. oa css staan ai ane nae oe ee eee $ 1,990,000 
Net revenue from rentals of property and interest earnings ........ 329,000 
$ 2,319,000 


$ 1,475,000 
301,000 


$ 1,776,000 
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| The expenditures incurred in the various activities of the Commission, as sum- 
| marized above, totalled $25,041,000 during the year compared with $20,558,000 in the 
preceding year and were financed as follows: 

Year ended March 31 


1964 1963 


Por MAMeNtAry “APPFOPYINOOS. J..'. 2.0 tsa tcce ss tec cons cceck e $11,264,000 $10,440,000 
Loans to the Commission 


meLennsia.the Commision .,...,...-..0....20s-0esedeeeecsseusscucee 12,928,000 9,099,000 
peat lotions beeo8 worth o 296,000 492,000 
epee etre maids, Ln tcies'y a0: 553,000 527,000 


$25,041,000 $20,558,000 


The Public Accounts Committee gave further consideration to the practice of 
requiring the National Capital Commission to seek parliamentary appropriations to 
enable it to pay interest on funds provided to it for the purchase of properties. In its 
Sixth Report 1964 (see Appendix 1, item 36) the Committee again requested the Depart- 
ment of Finance to review the existing practice with the National Capital Commission 
with a view to placing the financing of the Commission on a more realistic basis. 


153. N ational Harbours Board. This Board was established in 1936 by the National 
Harbours Board Act, now R.S., ec. 187, and has jurisdiction over the harbours of Halifax, 
Saint John, Chicoutimi, Otiebse: Trois-Riviéres, Montreal (including the Jacques Cartier 
and Champlain Bridges), Churchill and Vancouver, together with the grain elevators at 


Prescott and Port Colborne. The head office of the Board is in Ottawa. 


_ The proprietary equity of the Government of Canada at December 31, 1963 totalled 
’478,290,000, comprising: assets transferred to the Board on its establishment and 
subsequently, $56,917,000; loans and advances, $316,787,000; interest in arrears on loans 
ind advances, $78,559,000; and reserves, $104,426,000; less the accumulated deficit of 
378, 399,000. 


__ There was a net increase of $7,905,000 during the year in the outstanding loans and 
sdvances, the following being a summary of the changes in this account: 


Ete ee MITE 1 BODY gee oe tracy ox 5 40 cic pbalauy ei natle by ho slashes Signeia's oasiate s $ 308,882,000 


Add: 
Loans during year, secured by certificates of indebtedness ..............-00- 8,893,000 
BREET teenth, OPP IN HE tA. OLR cca Give a vctm sscedivis, nesnmcie HSER Mes 6 100,000 
317,875,000 


Meera GUAFINAN TS CUTINE £VCATE asd. fain<fereai cn om desis <cansdwin oho «nye. dacedergele Adena 1,088,000 


eT ITeCOMM Sil 6 LS ccc octan ¢ caicncere Me case cia nce oe ee ss ced eee $ 316,787,000 
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The interest in arrears on the loans and advances has also increased steadily and, 
although outstanding interest amounting to $44,790,000 was cancelled in 1947, interest in 
arrears had reached $78,559,000 as at December 31, 1963. In previous Reports it has been 
observed that there appears little prospect of the Board being in a position to meet its 
principal and interest obligations and it was recommended that the financial structure be 
reconstituted on a more realistic basis. We are informed that this matter is now under 


active study. 

Accounts receivable by the Board included the sum of $185,000 due from the Quebec 
Natural Gas Corporation for rental charges by the Board for the easement for a 20-inch 
natural gas pipeline on the Jacques Cartier Bridge. The amount represents $112,000 
outstanding on December 31, 1962 plus $73,000 charged for 1963. In our previous Reports 
it was noted that authority for the installation of the pipeline was granted by the Board 
on May 1, 1959 subject to later negotiation of the annual rental rate but that the 
Corporation subsequently would not agree to the rate proposed and requested the Board 
to consider one that was little more than nominal. Agreement still remains to be reached 
with respect to the rate to be charged. 


The Jacques Cartier Bridge was operated, until revocation of tolls on June 1, 1962, 
under a tri-partite agreement, a provision of which required the City of Montreal and the 
Province of Quebec to pay to the Board one-third of any annual deficit arising from the 
operations of the Bridge, to a maximum of $150,000 each. In 1944 the Province refused to 
make the required contribution and as of the end of 1949 the accumulated indebtedness 
of the Province amounted to $744,425. From 1950 until the revocation of tolls the Bridge 
did not incur an operating deficit and the accounts of the Board continue to show this 
amount as due from the Province. In our 1963 Report it was pointed out that the settle- 
ment of this claim and the transfer of the Bridge to the Province had been subjects of 
negotiations between the Board and the Province but the claim was not settled nor was 
the Bridge transferred to the Province during the year under review. 


Repeated reference has been made in previous Reports to the dispute between the 
Board and the Canadian Pacific Railway regarding the ownership of certain areas of 
Coal Harbour, Vancouver. Title to the areas involved has been in dispute since 1880 and, 
pending settlement of the matter, the C.P.R. collects rental and other revenue from 
certain areas in its possession while the Board does likewise in respect of certain areas 
which the Board has occupied. At December 31, 1963 the Board held $153,000 in cash 
and securities and the C.P.R. held $235,000 in escrow. No progress was made towards 
settlement of the dispute during the year. 


In preceding years the Board’s statement of income and expense reflected the 
combined results of operations of the harbours, elevators and bridges. Because imposition 
of tolls on the Jacques Cartier Bridge was revoked in 1962 and management regarded 
the loss experienced by the Champlain Bridge as mainly due to competition with toll-free 
bridges, the Board segregated the results of operations of the harbours and elevators from 
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| that of the bridges by the preparation of separate statements of income and expense. The 
| following is a summary of the operations of the harbours and elevators and of the bridges 


for the past two financial years: 
| 


Year ended December 31 
1963 1962 
| Harbours and Elevators 
| Operating income— 
SSO EN ee i $ 3,237,000 $ 3,184,000 
De ROMIR AH OSS ton PA rhe. Bor) sy tek sts vb oagces llohoneeion uo 9,690,000 9,267,000 
| Guvmcloysior systems fiun . Miele. deities . Resco. les 9,074,000 7,539,000 
y Cro lseaLOrAC em Usb EIS irsnnta Reed! Yer. dbas A Leeviieiwaw adh veienc, 1,275,000 1,131,000 
Perpoceniyencdg yt tin Wf Seed os santos twats «tos ecco MOM. 2,037,000 2,023,000 
ai oral wy eer Se ereee bey. Sear 61 2 dies donates xc. ddoc.. 748,000 705,000 
B Meco leneome Senyitetihan «ils. diiehnan REIN Da ae muaeh-ae 1,227,000 1,213,000 
27,288,000 25,062,000 
Operating and administrative expenses— 
LOSE Shs SS Ee ane ic a a a ae 3,687,000 3,870,000 
| CLASES ESV SNT PRIS 6 Sir eel SG aoe Oe te 1,121,000 1,186,000 
' Grom pclevatongevateme! . 20/011, eel Oo). dead. od. 2a 6,010,000 5,235,000 
Po et marctovenanen ewan etl crott fn condliee!. ray 1,130,000 1,173,000 
| cuuanest cledsm Mie). A seule, 0, le. aciea yc kk 1,382,000 1,485,000 
Bawa vesyvsirinsy. Meer, Itt Me lctl. ot exile. bo: lea, 1,087,000 1,103,000 
PuRcolianesus Servivesoo . 201.5. Lieecering. acinus 1,318,000 1,460,000 
adminisifativer expenses®’. 23). Lorain.) licyneosl lok: 2,285,000 2,172,000 
18,020,000 17,684,000 
. fee OpPnRlc MNCOMeM. 52. Cotte Lise. lds ceed ee 9,268,000 7,378,000 
| 
Other income— 
| DOCOMORIROTO SM vestments...» <-. «ss. io +00 0e0eocensceecccccsns 2,307,000 2,475,000 
SUS VO LEPISI CL, saan nad tarmac aah Se I A A RRC RR 147,000 169,000 
| 
11,722,000 10,022,000 
Special charges— 
Provision for interest on loans and advances .................... 9,157,000 8,547,000 
Provision for replacement of Capital Assets iene. OR Mae 4,519,000 4,292,000 
| D ecMmen ra eter acridy mestel otliortes es, Loers, see 374,000 582,000 
| 14,050,000 13,421,000 
| eee ee ey eT Te, eee ee ee ee $ 2,328,000 $ 3,399,000 
| 


112 AUDITOR GENERAL’S REPORT 


Year ended December 31 
1963 1962 
Bridges 
Operating income— 
Jacques Cartier Bridge ......--eeeeccececeer seers eetrstesenesses $ 152,000 $ 1,519,000 
Champlain Bridge ..<t.2-ssseeess + ndaces oe reese menuec eu ater? 448,000 170,000 
600,000 1,689,000 
Operating expenses— 
Jacques, Cattie® Bridge: 0s. .5 00: 02s seins wel Cems sae wae ans 255,000 486,000 
Champlain Bridget. os... se terse veins saeains Peer rege ese eg cres ee 426,000 182,000 
681,000 668,000 
Net operating income (Joss) ......-..+sssseeser secre ceeersereerees (81,000) 1,021,000 
Special charges— 
Provision for interest on loans and advances ........++eseeeeeees 1,521,000 917,000 
Provision for replacement of capital assets ........-++eeeeeeeeees 508,000 201,000 
Oa ee: Aes elehe ho vic a Aa eo ce 68,000 82,000 
2,097,000 1,200,000 
Nett LOSS) ose sy espace eisios Ste ure eialoueretes cJoseretseselsaieneelleatecttokelebel tele caekere ant $ 2,178,000 $ 179,000 


The unprecedented sales of wheat to Russia during 1963 increased revenue from 
erain elevation, top wharfage, berthage and from the railway systems. Other factors also 
contributed to the increased revenue of the harbours. A labour strike in the New York 
harbour resulted in the diversion of ships to Halifax and Saint John. At Montreal, the 
rental of space in newly constructed permanent sheds accounted for $89,000 and an 
imerease in income from the use of heavy-lift equipment in handling locomotives and large 
transformers amounted to $83,000. At Vancouver, a new lease negotiated during the year 
provided that the rental rate be increased retroactively to August 1, 1961 thereby 
producing an increase of $163,000 in elevator rentals. Except for the foregoing, the 
increase in revenue from harbours and elevators was almost entirely due to increased 
business activity. 

As all tolls and charges assessable in respect of passage of vehicles over the Jacques 
Cartier Bridge were revoked as of June 1, 1962, there was a decrease of approxi 
mately $1.4 million in revenue from this source. There was, however, an increase of 
$25,000 in the income derived from investments, easements, etc. The Champlain Bridge 
recorded its first full year of operations as of December 31, 1963, having been opened 
for traffic on June 29, 1962. 

The increase in operating and administrative expenses during 1963 was mainly due 
to the increased use of facilities resulting from the large shipments of wheat. There were, 
however, decreases in expenses at three locations. In Vancouver, cargo handling costs 
declined by $109,000 mainly due to a reduction in rates under a stevedoring contract 
renegotiated late in 1962. At Quebec, approximately $144,000 was spent in 1962 on major 
repairs to a quay wall and, at Halifax, some $55,000 on a timber crib for a pier and on 
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‘power house motors. No major maintenance expenditures were incurred during 1963 at 
these locations. 

| The decrease in the operating expenses of the Jacques Cartier Bridge was due 
primarily to revocation of tolls since salaries and uniforms of toll-gate attendants, rental 
of automatic toll equipment and other charges were thus eliminated. On the other hand, 
the increase in costs of operating the Champlain Bridge was directly due to this bridge 


being in service for a full twelve-month period in 1963 compared with a six-month 
period in 1962. 


154. Northern Canada Power Commission. This Commission which was established 
in 1948 and operates under the Northern Canada Power Commission Act, 1956, ¢. 42, 
consists of three members appointed by the Governor in Council and has its head office in 
Ottawa. The objects of the Commission are to construct and operate electric power 
plants and to supply power to mines and other users in the Northwest Territories and 
the Yukon Territory and, with the approval of the Governor in Council, in any other 
part of Canada. Hydro-electric plants are operated at Snare River, N.W.T., and at Mayo 
River and Whitehorse Rapids, Y.T., and thermal-electric stations are in operation at 
fort Resolution, Fort Smith, Fort Simpson, Inuvik, Fort McPherson, Aklavik and 
Frobisher Bay, N.W.T., and at Field, B.C. 

A hydro-electric power plant on the Taltson River, in the vicinity of Great Slave 
uake, and major additions to the facilities at Frobisher Bay and Inuvik were under 
‘onstruction at the year-end. 


The proprietary equity of the Government of Canada in the Commission at the 
lose of the past two fiscal years, follows: 


March 31 
| 1964 1963 
} 
Advances: 

Under section 14 of the Act— for investigation of projects ........ $ 50,000 $ 50,000 
Under section 15 of the Act—for capital expenditures, including 
EE e pate rent PPECAe . HOMIE). J UW UL esa as 22,413,000 18,960,000 
| Equity represented by cost of central heating, water and sewerage and 
| fire alarm systems at Inuvik, provided by parliamentary appropria- 

tion (Northern Affairs and National Resources Vote 119, Special 
DO AIOW ACL L9G ooo oo a so tv ns sev tine os, dp occa. sc ccs 7,003,000 7,003,000 
ii Reserve for contingencies pursuant to section 10 of the Act .......... 1,797,000 1,601,000 
| Reserve for extension, expansion and improvements, equivalent to 
expenditures incurred on acquisition of capital assets, as permitted 
} (OSS GED TSA, Cs Aaa rr ne 297,000 242,000 
| ODE va eee RP lar en Ie 988,000 856,000 


$32,548,000 $28,712,000 


_ The Commission acts as agent for the Government of Canada in respect of loans 
ade under the Atlantic Provinces Power Development Act, 1957-58, ¢.25, and, in this 
pacity, advances were made to the provincial power commissions of Nova Scotia, 


ewfoundland and New Brunswick. Outstanding loans totalled $30,429,000 at the 
yar-end. 
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A summary of the income and expense of the Commission for the past two years 


follows: 
Year ended March 31 
1964 1963 
Income— 
Sales Of DOWEL: slot poe vins Melee - SMe te} > Sie etgereree A’ eee Sere eas $ 2,883,000 $ 2,798,000 
Income arising from construction, maintenance and operation of 
facilities for government departments COMIN anpodoadndnmaco” 689,000 568,000 
Sales of steam and water heat ........-ecereeeeer eter sere teteerees 412,000 365,000 
RARCOIIATI COUR” Clic cies 5 ot. < 8 he tainie wrote ec neat cee orien on ieee 171,000 123,000 
4,155,000 3,854,000 
Expense— 
Operating and maintenance .........-.++-se eset eee e rete rte eens 2,252,000 2,135,000 
IN duninistrabive cas < jasa%s clestreeealdaw's tm) ei idea sane etopia terrane ake 244,000 236,000 
Interest on advances from the Government of Canada ............-- 749,000 757,000 
Depreciation (equivalent to repayment of principal of advances from 
the Government of Canada) .......... ccc eeee cece ec ceeeeeeeors 521,000 498,000 
3,766,000 3,626,000 
Nick income eNews fr ktad sa oe res Oa ORR de so ee EE icine ones See $ 389,000 $ 228,000 


Notwithstanding a reduction in rates charged for electric power in certain locations, 
there was an increase in income reflecting the continued rise in consumer demand for 
electric power, heat and other services. 

The power lines and facilities at Aklavik, N.W.T., were purchased by the Depart- 
ment of Northern Affairs and National Resources from private parties in 1962 and the 
Commission has been operating these facilities for the Department since that time. 
Certain inventories included in the items purchased were not recorded in the Commis- 
sion’s accounts and these stores were counted for the first time in December 1963. They 
are now controlled by perpetual inventory records of quantities only and at March 31, 
1964 values had not been established. 

A complete physical inventory of the central heating, water and sewerage and fire 
alarm systems at Inuvik, having an original cost in excess of $7 million, was commenced 
in the year under review. On completion, determination of the cost of individual items 


will be required and management does not anticipate completion of the project before 
March 31, 1966. 


155. Northern Ontario Pipe Line Crown Corporation. This Corporation was estab- 
lished by the Northern Ontario Pipe Line Crown Corporation Act, 1956, ¢.10, for the 
purpose of constructing the Northern Ontario section of the all-Canadian gas pipe line 
and leasing it (subject to approval by the Governor in Council) to Trans-Canada Pipe 
Lines Limited, with an option to purchase. r 

In October 1958 the Corporation entered into an agreement to lease the Northern 
Ontario section to Trans-Canada Pipe Lines Limited for a period of 25 years, with aD 
option to purchase the facilities, exercisable within the period of the lease agreement. — 
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‘Under the terms of the lease, all expenses of operation, repairs and maintenance, taxes 
and other expenses of upkeep were borne by the lessee. 

In last year’s Report (paragraph 154) it was stated that the lessee had exercised the 
purchase option provided for in the agreement and that the sale by the Crown had been 
completed on May 29, 1963, following which the Corporation had discharged its lability 
to the Government of Canada for outstanding loans and interest accrued thereon. It 
was further reported that in accordance with the terms of sale, Trans-Canada Pipe Lines 
Limited had assumed responsibility for the negotiation and settlement of all claims then 
outstanding and any other claims which might arise in the future. 

| The capital cost of the Northern Ontario section at the date of sale amounted to 
$129,856,000, comprising assets acquired of $119,873,000, and engineering, administrative 
and financing expenses of $9,983,000. In accordance with the agreement, the purchase 
price paid was $108,373,000, representing the total capital cost less $21,483,000 for 
amortization at 34% per annum, plus interest thereon compounded annually at 34% 
per annum for the period October 22, 1958 to May 29, 1963. With the subsequent 
discharge of its liabilities, the Corporation was left with a surplus of $694,000, of which 
$690,000 was on deposit with the Receiver General of Canada at the close of the Corpora- 
tion’s financial year on December ol, 1963. 


156. Northern Transportation Company Limited. This Company is a wholly-owned 
subsidiary of Eldorado Mining and Refining Limited. Northern Transportation Company 
(1947) Limited was incorporated as a private company by letters patent dated November 
7, 1947 under the provisions of the Companies Act, 1934, to take over the business 
fa predecessor company which had been incorporated under a Province of Alberta 
harter in 1934 and whose shares had been acquired when the capital stock of Eldorado 
“ining and Refining Limited was expropriated by the Government in 1944. The corporate 
ame was changed to Northern Transportation Company Limited by supplementary 
atters patent dated August 19, 1952. 
| The Company is authorized by its letters patent to carry on a general transportation 
‘usiness by land and water throughout Canada and elsewhere. Although the head office 
f the Company is in Ottawa, administrative headquarters are in Edmonton and activi- 
ies have been almost wholly confined to the Mackenzie River water system and the 
-estern Arctic. 
| The equity of Eldorado Mining and Refining Limited at December 31, 1963 was 
5,431,000, comprising capital stock of $152,000, surplus of $5,029,000 and a reserve for 
isurance of $1,250,000. 

At the year-end the Company held $4,450,000 in interest-bearing short term bank 
eposits, $3,200,000 as working capital and $1,250,000 as an insurance investment fund. In 
ar reports to the President and Directors of the Company for the last two years, we have 
cawn attention to a recommendation of the Royal Commission on Government Organiza- 
in that all cash surplus to operating requirements of Crown corporations should be placed 
4 deposit with the Receiver General at a reasonable rate of interest. Section 81 of the 
Inancial Administration Act provides the authority for such deposits and for the payment 
C interest. 


116 AUDITOR GENERAL’S REPORT 


The following is a comparative summary of the operating results of the Company 
for its last two financial years: 


Year ended December 31 
1963 1962 
Income— 
Picight caving is. BON Ae te ep ttele ee ee $ 2,809,000 $ 2,234,000 
Expense— 
Operations and maintenance: 
RRTATICS AT WEEE fee foe coe oiole coe ere a sere an0e > tie inners ce ies ara Seas 782,000 647,000 
Depreciation’ Se0Gah PE. oe setae. SNM Pip wie temas ro soe 479,000 477,000 
Repairs and maintenance .........-eeeeeer sree eee tet setts eeeces 330,000 243,000 
Fuels and lubrichntes:hs. ibe aust eevee p+ Par = ee ee as 161,000 126,000 
WMeasing Expense a7 aot wad aneae «Ra tnre + aud by aacohyenaee orate PR ae 129,000 106,000 
OV Nade aon pons aU Golbiron nda casemton sar como am cia yoo we 146.000 144,000 
2,027,000 1,743,000 
A AeITSEL AVE. Soni fh idee Ee lade Ge 2 abi ha He lh ae ThE tee Fo eee 245,000 251,000 
2,272,000 1,994,000 
Net income from operations ........2:c cece ene e rete teen tree etre eeees 537,000 240,000 
Miscellancousvincome:.) /Aliin. Wee EIR al. Mamet cs Sane hit toes 173,000 142,000 
710,000 382,000 
POVICION LOPMNNCOMLE Mia Xarmne ne ce cers fete aves steers ter Nale oar sels ete lel enotsrerstal 439,000 250,000 
NietsithGOmGic <.ie b omus totem beet Scatomemeers crrcuasns «Pekin per kecrgete ts $ 271,000 $ 132,000 


Freight earnings increased by $575,000 or 25.87% over those of the preceding year. The 
additional revenue was derived mainly from shipments to Alaska and the western Arctic 
and from increased deliveries to the Beaverlodge mine of Eldorado Mining and Refining 
Limited. The general increase in operating and maintenance expenses of $284,000 or 
16.3% was the result of the larger number of vessels in operation and increased traffic 
volume. 


The tonnage hauled to the far north, combined with the higher Arctic tariff rate, 
contributed materially to the increased net income for the year, as these movements 
involved “long-haul” freight which is more economically handled. 


157. Park Steamship Company Limited. This company was incorporated in 1942 
under the Companies Act, 1934, for the purpose of supervising the operation of Crown- 
owned cargo vessels. The “Park fleet” was sold in 1946-47 and since then the activities 
of the company have been confined to the settlement of occasional claims for compensa 
tion by seamen for injuries sustained during previous service. These activities have been 
performed by the staff of the Canadian Maritime Commission. 


In view of the fact that no claims for compensation had been received during the 
past two years, the Audit Office has suggested that the company’s charter be surrendered 
and we have been informed that action in this direction has commenced. 
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158. Polymer Corporation Limited and subsidiary companies. Polymer Corporation 
| Limited was incorporated in 1942 under the Companies Act, 1934, pursuant to the 
_ provisions of section 6 of the Department of Munitions and Supply Act, 1939, c. 3, as 
_ amended. At December 31, 1963, there were three wholly-owned subsidiary companies, 
_§.A. Polysar Belgium N.V., Polysar Nederland N.V., and Polysar International 8.A., as 
_ well as one subsidiary, Polymer Corporation (SAF), in which Polymer held a 95% equity 
_and a French bank the remaining 5%. Polymer Corporation (SAF) was incorporated 
under the laws of France in January 1961 and in the fall of 1962 its special purpose 
rubber plant located near Strasbourg commenced operations, although output to the 
end of that year was nominal. 8.A. Polysar Belgium N.V. was formed under the laws of 
Belgium in December 1961 and start-up operations at its butyl rubber plant near Antwerp 
commenced late in 1963. Polysar Nederland N.V., which is a holding company, was 
‘Incorporated in accordance with the laws of Holland in May 1962. Polysar International 

S.A., with headquarters in Fribourg, Switzerland, and branch offices in Vienna, London, 
Tokyo and Mexico City, was incorporated under Swiss law in June 1962 for the purpose 
_of marketing all Polymer products outside of North America except those products which 
are both manufactured and sold in France and Belgium. The parent company produces 
| synthetic rubbers and chemicals at Sarnia where the head office is also situated. 


The equity of the Crown in Polymer Corporation Limited and its subsidiary com- 
panies at December 31, 1963 amounted to $84,992,000, consisting of capital stock of 
_ $30,000,000 and retained earnings of $54,992,000. During the year under review dividends 
Of $3,250,000 were paid to the Receiver General, compared with $3,000,000 paid in the 
_ previous year. 

The company is participating in synthetic rubber projects in Mexico and South 
Africa. At the year-end, its investment as a minority shareholder in the capital stock of 
_the companies responsible for these projects amounted to $220,000. 

Net additions to fixed assets during the year amounted to $17,636,000 and included 
the costs of completing the butyl plant in Belgium, the solution polymer plant at Sarnia 
_and the special purpose rubber plant in France as well as improvements to other facilities. 
The managements of the several companies estimate that $14,550,000 will be spent for 
the acquisition of capital assets and investment in shares of other companies during the 
| year ending December 31, 1964. 

In computing taxable income for the years 1961, 1962 and 1963 the company took 
advantage of capital cost allowances permitted under the Income Tax Act which were 
‘in excess of depreciation charged in the accounts. The effect of this procedure was to 
defer payment of income tax totalling $3,785,000 until future years when depreciation 
charges may be in excess of capital cost allowances. 
| To finance construction of the plants in France and Belgium, Polymer Corporation 
(SAF) borrowed Fr 35,600,000 ($7,817,200), repayable 1965-1971, and S.A. Polysar 
Belgium N.V. negotiated a loan of B.Fr 450,000,000 ($9,700,000), repayable 1969-1977, on 
which B.Fr 350,000,000 ($7,567,000) was received by the year-end. With the exception 
of Fr 15,280,000 ($3,354,900), the loans are guaranteed by the parent company and all 
are repayable in the currency in which they were obtained. 
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The following is a summary of the results of operations of the company and its 


subsidiaries for the last two years: 


Year ended December 31 
1963 1962 
Sa Teo cecvs ec wos s hss van Sie ate Fg bi auetg og PR ouanee ds nko eae $97,460,000 $87,022,000 


@thermeincomie.. yee eee cole cke ite aeskednel Nel enckere resold asi= = sn eras he loko olernathaaae 346,000 435,000 
97,806,000 87,457,000 


COSE Of PSRIES) ee cts ater ela ste etal Hamer eneoys ener eee sveacueseleisnstetetcioy ier sheer rar siekebs 76,576,000 63,634,000 
Selling, administrative and research expenseS .......+.+seeeseeeeeeees 6,688,000 4,774,000 


83,264,000 68,408,000 


Net income before provision for income tax .........-.eseeeeeeeeees 14,542,000 19,049,000 
Sonar Aisle Wao Tbe yoann oncooodaoonboeansaan cs vonpododdaoboaeUr 5,480,000 8,765,000 
Net income before minority shareholder’s interest ..........ee+eee-- 9,062,000 10,284,000 
Minority shareholder’s interest in subsidiary company .............-: 76,000 — 

IN(peolOe Ave AA Breer CO ain UR MAB SOE OS GPE ee Gb OCoos to Gngogded ode $ 9,138,000 $10,284,000 


Sales increased by $10,438,000 due, in part, to the greater volume of rubber available 
from new production facilities. Contributing factors to the increases of $12,942,000 in cost 
of sales and $1,914,000 in selling, administrative and research expenses included the higher 
volume of production and additional costs resulting from the new production facilities, 
including, for the first time, a full year’s costs of operation of Polymer Corporation (SAF) 
and Polysar International S.A., increased research and development activity and higher 
interest costs resulting from increased borrowing. 


159. The St. Lawrence Seaway Authority. Established by the St. Lawrence Seaway 
Authority Act, R.S., ¢.242 (proclaimed July 1, 1954) the Authority maintains and oper- 
ates the Canadian section of the 27-foot waterway between the Port of Montreal and 
Lake Erie. The section of the Seaway in the United States is operated by the Saint 
Lawrence Seaway Development Corporation. In accordance with an agreement made in 
1959 between Canada and the United States, revenues from tolls are divided between 
the two Seaway entities in proportion to their annual costs of operation and maintenance, 
interest charges and repayment of loans. The Authority also operates non-toll canals at 


Lachine, Cornwall and Sault Ste. Marie, the net operating cost being provided for by 
annual parliamentary appropriations. 


The Authority is a corporation consisting of a President and two other Members 
as provided by the Act. Its head office is at Ottawa, with operating headquarters at 
Cornwall and regional headquarters at St. Lambert and St. Catharines. 
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| The Crown’s equity at December 31, 1963 is shown on the Authority’s balance sheet 
as follows: 


Capital assets transferred from Department of Transport (including Welland 
| Ship Canal at a value of $130,717,000) 


Rs re UC LON PLOY, 11d QUO }Oe Cie eae os as eects Seeks Mo $ 180,564,000 
| Loans under section 25 of the Att 0.6.0.0... 0... .c.cvesccucevesesccseceucccecs., 341,500,000 
| Temporary loans under section 26 of the Act ..........0ceccceccceeeceee ee... 8,000,000 
| eee dei cierto. a 2 Meo, PRs 5a:k?ees 144 aces vaeivacsn saa ex, 66,261,000 
| 596,325,000 
| Be eer HCC wear nore tee. Ane. ne ete eiel yn Chet § 51,625,000 


$ 544,700,000 
| The following is a summary of the income and expense of the Authority for its 
past two financial years: 


Year ended December 31 


| 1963 1962 
| Income— 
ORG SES Sk ie ae es ee cr $10,730,000 $ 9,556,000 
Net income from operation of Cornwall-Rooseveltown international 
STP OLSS. IE Bon cir 9s Aotaih OC GIR  rk  c 193,000 121,000 
Be ae (AN) BOL R Ae Pee set ha arse, scent ook é. cxcd cance 1,122,000 1,039,000 
12,045,000 10,716,000 
! Expense— 
OPeTAMON ANG MAMLENANCE . oo... o5 vos se ccs co aeseeececcccese...., 6,231,000 5,626,000 
Preauquarcers adimmmisttation ......0e22.-...02.0. co ee 1,207,000 1,290,000 
Peon Siministration te: fee ee tein eet Sy fi ls 700,000 713,000 
Pree OMe IO wie le sd wee tee oh 577,000 558,000 
8,715,000 8,187,000 
Less: 


| Portion of administration and engineering expense applicable to 
non-toll canals or allocated to other accounts .................-.. 745,000 816,000 


7,970,000 7,371,000 


Net operating income before providing for interest and for replacement 


GemmechineryrandiediipMent . .ceA.cles fs... «cuiaveee fhe. +s... een. 4,075,000 3,345,000 
Interest on loans from the Government of Canada ...........-........ 16,803,000 15,397,000 

{ 
| Interest on contractors’ claims and other accounts .................. 1,000 164,000 
Provision for replacement of machinery and equipment .............. 961,000 888,000 


| 17,765,000 16,449,000 


1 JL) potest learnt Nelle ah dein einen balla eile $13,690,000 $13,104,000 


_ Tolls for the transit of the Welland Canal were suspended by the Government in 
uly, 1962. The resulting loss in revenue for 1963 was estimated at $1,810,000. 


| 
| 
} 
| 
} 
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The extent by which revenues in 1963 fell short of meeting expenses in each of the | 
two sections of the waterway and of the North Channel bridge is shown in the following 


summary: 
St. Lawrence North 
River Welland Channel 
Section Canal Bridge Total 
ETE lige Me. ote sircrase ave eeucatare Guess gigas ete ces $10,730,000 $ $ $10,730,000 
WEherinGOMes © rycen. seis etsele pss eet eral 342,000 780,000 193,000 1,315,000 
11,072,000 780,000 193,000 12,045,000 
Expenses of operation, maintenance and 
PIGUET SUR ATONE erie series ravine es tose tae son 3,118,000 4,852,000 7,979,000 
Net operating profit (loss) .........+-++- 7,954,000 (4,072,000) 193,000 4,075,000 
ANPERESt OM) LOANS) tires, 2ocehsicl teterererelsl eeheveks 14,284,000 2,091,000 428,000 16,803,000 
Interest OUneI te eee ere claire etc 1,000 1,000 
Provision for replacement of machinery 
ANG COULPMICNE sc eurcunes es da congener cer 541,000 410,000 10,000 961,000 
14,825,000 2,502,000 438,000 17,765,000 
INGUMLOSS! esds- ches ee mlamuaaanisave de rsparteae $ 6,871,000 $ 6,574,000 $ 245,000 $13,690,000 


On the St. Lawrence River section the net operating profit of $7,954,000 compares with | 
profits of $6,200,000 in 1962, $5,893,000 in 1961, $5,178,000 in 1960 and $5,894,000 in 
1959. On the Welland Canal, the net operating loss of $4,072,000 compares with losses of 
$2,976,000 in 1962, $2,176,000 in 1961, $1,726,000 in 1960 and $633,000 in 1959. 

Toll revenues for five full navigation seasons have been substantially less than had 


been anticipated by the Canadian and United States tolls committees in 1958, as shown 
below: 


St. Lawrence River Welland Canal 

Estimated Actual Estimated Actual 
TORO) Fas. Pee iseieG wlacaaia seo $ 9,301,000 $ 7,105,000 $ 2,060,000 $ 1,224,000 
TOGO Dees 58 serosa a alee ee eis 10,789,000 7,156,000 2,215,000 1,326,000 
TOCL I Te et eases aromeyats 12,277,000 8,086,000 2,369,000 1,462,000 
TG Dee ee w tana TNS eee a ote cx ckarar eters 13,765,000 8,914,000 2,575,000 642,000* 
18a ei ed ates Oem rari. MOSPEPRCR ENC CRITE OE 15,254,000 10,730,000 2,730,000 = 

$61,386,900 $41,991,000 $11,949,000 § 4,654,000 


*Tolls for the transit of the Welland Canal were suspended in July 1962. 


The Authority and the Saint Lawrence Seaway Development Corporation were 
report to their respective Governments by July 1, 1964 on the adequacy of the toll 
structure to provide sufficient revenue to meet their operating costs and financial obliga- 
tions. However, the Governments of Canada and the United States agreed, through an 

xchange of notes, to defer the date on which the entities are to report from July 1, 1964 
to July 1, 1966. The Governments agreed that the joint review of the tariff of tolls is t0 
be continued and that, at the conclusion of the two-year extension, tolls proposals are 


M 
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to be related as realistically as possible to the financial requirements of the Seaway 
entities. In this connection, and assuming that the present financial arrangements which 
are noted below are also extended to 1966, it has been estimated that, beginning with 
1966, the Authority will require revenues of about $32 million each year for 44 years to 
meet operating costs and debt repayments. Tolls and other income in 1963 amounted to 
only $12 million. 

| Section 25 of the St. Lawrence Seaway Authority Act provides that the Minister 
of Finance, with the approval of the Governor in Council, may from time to time make 
loans to the Authority. Section 13 of the Act, as amended, states that the aggregate of 
the amounts so borrowed under the Act and outstanding shall not at any time exceed 
$55,000,000. At December 31, 1963 the Authority was indebted to the Government of 


Janada in respect of loans and deferred interest in the total amount of $415,761,000, 
made up as follows: 


EonbsnulilletisecnonT25 of thei Ace WHER SNL ol eee... UL $ 341,500,000 
Temporary loans under section 26 of the Act ........0..0cecccceecee eee 8,000,000 
Interest to December 31, 1959—deferred .......0....0 000. c sees eecceeeeccccec... 19,427,000 
Interest for the year 1961—deferred ..........0.0 000 ccceccececeeee eee. 14,289,000 
Interest for the year 1962—deferred ..............cecccecseccuceeccecec cco. 15,672,000 
Interest for the year 1963—deferred ...............ecccceseececceces ee... 16,873,000 


$ 415,761,000 


Section 16 of the St. Lawrence Seaway Authority Act requires that the tolls shall 
e fair and reasonable and designed to provide a revenue sufficient to defray the cost to the 
thority of its operations, which costs shall include (a) payments in respect of interest 
a amounts borrowed by the Authority, (b) amounts sufficient to amortize the principal 
f amounts so borrowed over a period not exceeding fifty years, and (c) the cost of 
perating and maintaining the canals and works under the administration of the 
uthority, including all operating costs of the Authority and such reserves as may be 
oproved by the Minister. Pursuant to these provisions, the original conditions under 
hich loans were made to the Authority under section 25 of the Act required the pay- 
ent of interest only in the first three full years of operation (through the year ending 
‘ecember 31, 1962) and thereafter payment of annual amounts sufficient to amortize 
‘l loans and interest thereon over a period of 47 years (i.e., by December 31, 2009). 

_ The terms of the Authority’s financing arrangements were amended in 1961 and 
ain in 1963 and the principal amount of loans received to finance construction of the 
away, together with interest previously deferred and all other interest now accrued or 
‘cruing up to December 31, 1964, is now to be repaid, together with current interest 
fereon, in 45 equal annual instalments commencing December 31, 1965. 

| In accordance with these financial arrangements, the operations for 1963 have been 
arged with interest amounting to $16,803,000 (an additional amount of $70,000 was 
eluded in construction costs) but this interest has not been paid and is included in the 
‘lance sheet as part of the Proprietary Equity of the Government of Canada. There was 
1 charge to the year’s operations with respect to amortization of the principal of the 
nounts borrowed. 
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The costs of operating and maintaining the canals and work 


gs under the administra- 


tion of the Authority are defined in paragraph (c) of section 16 as including all | 
operating costs of the Authority and such reserves as may be approved by the Minister. — 
The Authority is of the opinion that it is not necessary to include depreciation as an | 
element of operating and maintenance costs and that the amortization over the 50 year 


period of the principal of the amounts borrowed, together with 


interest as required by | 


subsections (a) and (b), and provision for replacement of machinery and equipment as 
mentioned below, meets the requirements of the Act. Accordingly no provision for 
depreciation has been included in the costs for the year under review. 


Provision has been made during the year toward the cost of replacing machinery and | 
equipment, including locks, bridge and building machinery and equipment, in the amount) 


of $961,000. The reserve for replacement of machinery and equipment, as thus augmented, 


amounted to $4,254,000 at December 31, 1963. No provision has been made in the accounts 


for the replacement of buildings, lock gates and lock and bridge structures. The Authority 


considers that these Seaway works can be maintained in workin 
under its maintenance program. 


By amendment to the St. Lawrence Seaway Authority Act 


¢ condition at all times 


in December 1963, the 


borrowing power of the Authority was increased from $345,000,000 to $535,000,000 in 
order to provide $180,000,000 for the twinning of the Welland Canal locks and $10,000,000 
to enable the Authority to pay a claim of the Canadian National Railways for $11,753,000 
in connection with the Victoria Bridge diversion. As noted in paragraph 158 of our 1963 
Report, the Governor in Council had determined that the Authority was responsible for 
the cost of the diversion but not for the interest portion of the Railway’s claim. Interest 
amounting to $2,816,000 was paid by the Department of Transport as a charge 10 


Vote 108e. 


The following table summarizes the expense, income and capital expenditures 


relating to the non-toll canals operated or administered by the 
two years: 


Authority for the past 


Year ended December 31 


Expense— 
Operation and maintenance 


Portion of Authority’s administration and engineering expense ap- 
plicable to non-toll canals 


1963 1962 


Pot SAS EAT ERT AAT POO SIS oo ates FOL $ 3,498,000 $ 2,487,000 


pt hie A ns Lee Reta 9 se aw sales odie 462,000 374,000 

3,960,000 2,861,000 

Incometromsrentalswhanrlacewetc. Seeder Le ene ee 559,000 601,000 

Operating dence... scattuse ce pede d eck oe ei ec ah eee eee 3,401,000 2,260,000 
Cwpital expenditures “Sehes 2: 0 See ee re ee eee 


Operating deficit and capital expenditures (recovered from par- 
liamentary appropriations) 


164,000 76,000 


shecenie etre oe) Aewiets nts a cadres tote eee rent eee eens $ 3,565,000 $ 2,336,000 
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' The increase of $1,099,000 in expense for 1 
of $473,000 to municipalities which have assumed responsibility for part of the Welland 
‘Feeder Canal that has not been used for navigational requirements since 1924 and to 
costs of $508,000 to repair two bridges over the Lachine Canal. 


963 is attributable mainly to special grants 


160. The Seaway International Bridge Corporation, Ltd. This 


Corporation was 
incorporated in 1962 under the Compan 


les Act, pursuant to section 24A of the St. 
Lawrence Seaway Authority Act, as a subsidiary of The St. Lawrence Seaway Authority 


for the purpose of operating and managing the international toll bridge between Cornwall, 
Ontario, and Rooseveltown, New York, on behalf of the owners, The 
‘Authority and the Saint Lawrence Seaway Development Corporation (a United States 
Government corporation). The Seaway entities have an equal interest in the assets of the 
Corporation and each has four representatives on the Board of Directors. 


_ Under the terms of the bridge operating agreement between the Authority and the 
Saint Lawrence Seaway Development Corp 


St. Lawrence Seaway 


oration the annual income from operation of 
she bridge system, after payment of operating expenses, is to be applied first towards the 
mortization of the cost of the North Channel bridge, together with interest, after which 
he balance of the income is to be divided equally between the Seaway entities. 

The Seaway International Bridge Corporation, Ltd. commenced operations on 
‘anuary 1, 1963. Previously the international] bridge had been operated by the Cornwall 
nternational Bridge Company Limited to July 2, 1962 and by The St. Lawrence Seaway 
\uthority from July 8, 1962 to December 31, 1962. The following is a summary of the 
sridge Corporation’s operations for the year ended December 31, 1963: 


Income— 
a et ie IN A 2) arnny i $ 367,000 
ess es cca, MU. LID Mk Nal ees) bo 20,000 
387,000 

Expense— 

: Salaries, wages and Be ae POLED Ges 2 Sek saauina aeolae WY on 68,000 
Maintenance and CIS od a Beaton yo eA blah PL EE 60,000 
| RR ee Bt wok errer, Hale ms. .to09. voles guclsees. ion | 14,000 
| Rental of toll collection UCI CNC SSIS ie ORS Ot Oe ee ee) 13,000 
Grant in lieu of TULA OES CINE CMON: GN ale See LA 11,000 
ee re Penn Gv ll Oo Tigo ee aa 28,000 
194,000 
Balance of net income transferred to The St. Lawrence Seaway Authority ........ $ 193,000 


The amount of $193,000 was transferred to The St. Lawrence Seaway Authority to be 
‘plied towards the amortization of the cost of the North Channel bridge together with 
Serest thereon, leaving an unamortized balance of $8,873,000 at December 81571963) 
[will be noted by reference to paragraph 159 that the amount transferred did not cover 
ip interest on the indebtedness with respect to the North Channel bridge which amounted 


‘$428 000 during the year under review. 
954809 


| 
| 


| 
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Departmental Operating Activities 


161. In our Reports for several successive years it has been pointed out that although | 
the Financial Administration Act is specific as to the financial statements to be prepared 
by Crown corporations, there is no statutory direction regarding the preparation of 
appropriate financial statements by departments engaged in trading or servicing activi- 
ties. In general, the practice has been to confine reporting to the inclusion of the revenue 
from such activities in the Public Accounts among the other items of revenue, while the | 
expenditure reporting has been associated with the relevant parliamentary appropri- 
ations. In addition, where statutory revolving funds are used to acquire materials, etc., 
statements summarizing the transactions in the revolving fund accounts are also included. 
in the Public Accounts. 


Since 1960 we have expressed the view that Parliament should be given a clearer 
understanding of the actual financial results of the individual departmental trading and 
servicing activities. We have pointed out how, without necessarily disturbing the basis 
of reporting presently followed, consideration could be given to the inclusion in the 
Public Accounts of financial statements for the various activities drawn up to show the. 
overall results of operations in a clear, concise manner. The statements contemplated 
would be on the accrual basis and include charges for amortization of building and equip- 
ment costs, interest on funds employed, services provided by other departments, ete. 
The form of presentation would permit a reconciliation between the operating results on 
this basis and those recorded on the cash basis. Balance sheets could also be prepared 
which would indicate the value of the assets employed by and the indebtedness of the 
activities at the year-end. If statements of this type were produced the Audit Office 
would be prepared to examine and certify them. 


This view was supported by the Public Accounts Committee in its Fifth Report 1961 
when the Committee stated that it would be desirable, in order that members have 4 
clear understanding of the true financial results of departmental trading and servicing 
activities. were overall financial statements included in the Public Accounts, provided 
that this would not involve undue cost or staff increases. This belief was reiterated by 
the Committee in its Fourth Report 1963 and the Auditor General was requested “to 
continue to keep the development of this objective under close surveillance and to report 
thereon to the Committee in due course” (see Appendix 1, item 2). 


It should also be noted that the Royal Commission on Government Organization in 
its reports published in 1962, in commenting on the inadequacies of the existing informa- 
tion on departmental operating activities, recommended the development of more infor- 
mative financial statements covering these activities as an aid to effective management 


The work entailed in preparing such statements does not have to be elaborate 0! 
extensive. As part of its comprehensive audit approach, the Audit Office seeks to assis! 
departments, Crown corporations and other agencies interested in developing accurate 
and effective financial statements showing their operating activities. It does so not onl) 
to assist in the development of more effective financial information for Parliament in thé 
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Public Accounts, but also to help the de 


partmental managements in developing more 
effective tools and yardsticks with which to control their costs of operation. It will be 
seen from the details contained in the following paragraphs ho 
departments and agencies involved in trading or Servicing activiti 
7 are progressing toward this objective. 


w several of the larger 
es have already reached 


The wider use of accurate periodic comparative 


f departments and agencies at all levels are to exerci 
of their costs. 


statements of this type is essential 
se an effective scrutiny and contro] 
be made toward this objective were 
nd support from top management. 


In our opinion, greater progress could 
‘he program to receive more active encouragement a 


162. Agricultural Products Board. This Board Operates under the authority of the 


igricultural Products Board Act, R.S., c. 4, and consists of a chairman and two other 
iembers appointed by the Governor in Council. The Act empowers the Board, subject 
) approval of the Governor in Council and under the direction of the Minister of 
-griculture, to buy, sell, or import, and to store, transport or process agricultural 
roducts. The Agricultural Products Board Account was established in the Consolidated 
venue Fund in accordance with section 9 of the Act and all financial trading trans- 
stions of the Board are recorded in this Account. The Board’s activities are administered 
y personnel of the Department of Agriculture and the members of the Board also serve 
a the Agricultural Stabilization Board. 


A summary of the results 
163 follows: 
i 


of operations for the years ended March 31, 1964 and 


Year ended March 31 


1964 1963 
Sales— 


| 
| 
} 
| Be eG WAMe asses ereceeds.ce hone $ 2,088,000 — § 1,212,000 
ah er 
| 
| 
| 
| 


Cost of sales— 


Inventory, April 1 


See a PEER: SIE LRAT CET STASE 3. ERISA ee dete ae 1,195,000 — 
Raced re ed BH Pion Ueeel) joer mvou 2,240,000 2,499,000 
er eee IAC AIO Le OU RULE 78,000 209,000 


3,513,000 2,708,000 
IO Bib'O COG Chie cranks Btn soa Cee Ae 453,000 1,195,000 


3,060,000 1,513,000 


Pee MSE E SiS Ei de citicire seer os 439 4 EPR, 972,000 301,000 
MMU IIEA,fcarings, handling, te, cisicecseseeceeecc.ccc, 32,000 205,000 
SYA Aone Sheet Bo — 364,000 


Loss for the year, provided by parliamentary appropriation ........ $ 1,004,000  $ 870,000 


5480—93 


| 
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In addition to the loss of $1,004,000 for 1963-64 charged to Department of Agriculture 
Vote 173e, Appropriation Act No. 2, 1964, a total of $87,000 should be taken into 
consideration for the estimated cost of administrative and accounting services of $5,000. 
supplied by government departments and for interest of $82,000 on funds employed. 

Only one agricultural product, first grade dry skim milk, was bought and sold during, 
the last two years. During the year under review, the Board purchased 3,951,000 pounds 
of dry skim milk and sold for export 13,454,000 pounds including 8,853,000 pounds sold 
to the Department of External Affairs for donations to other countries. Donations 
of dry skim milk recorded as a charge to Department of Agriculture Vote 164 for the 
year ended March 31, 1963 were the subject of a comment in our 1963 Report (paragraph 
48). The Board also purchased 16,411,000 pounds of dry skim milk from exporters at 
eleven cents per pound and resold the product to the same exporters at seven cents 
per pound without the Board taking possession. Payments of the four cent differential, 
aggregating $656,440, were made on presentation of the relative export documents. 

At March 31, 1964 the Board held 3,854,000 pounds of dry skim milk recorded at a 
cost of $453,000 compared with 13,358,000 pounds at a cost of $1,195,000 at the preceding 


year-end. 


163. Agricultural Stabilization Board. The Agricultural Stabilization Board was 
established by the Agricultural Stabilization Act, 1957-58, c. 22, and has the responsibility 
of stabilizing prices of agricultural commodities at levels bearing a fair relationship te 
their cost of production. Stabilizing measures take the form of either the purchase of 
commodities at prescribed prices, or payment to producers of amounts by which pre- 
scribed prices exceed those determined by the Board to be the average prices at whieh 
commodities are currently being sold, or payments to processors for the benefit 
producers. Pursuant to the Act, the Agricultural Commodities Stabilization Account wai 
established in the Consolidated Revenue Fund and finances the activities of the Board 
except for administrative expenses which are met through annual parliamentar 
appropriations. 

In response to the recommendation of the Public Accounts Committee in its Fiftl 
Report 1961, overall financial statements, including the estimated cost of major service 
provided without charge by government departments, were prepared by the Agricultura 
Stabilization Board for examination and certification by the Audit Office. 

The proprietary equity of the Government of Canada at the year-end of $61,399,00 
was represented by inventories, at estimated market value, consisting of 146,730,00 
pounds of butter, $60,091,000, and 4,359,000 pounds of pork, $1,334,000, offset in pal 
by a liability for customers’ advances. 

The inventory of butter reflects a decrease of 25.2 million pounds from the 171 
million pounds held on March 31, 1963. The inventory of pork declined by 10.3 milli 
pounds during the year, of which 5.6 million pounds represented sales to the Departmel 
of External Affairs for donations to other countries. The decline in inventories was due | 
accelerated steps taken to dispose of butter oil and the policy adopted of makit 


stabilization payments instead of engaging in purchase-sale programs. 
a 


i, 


| 


| 
\ 
} 
f 
| 


The results of the Board’ 
marized as follows: 


Trading Operations— 
Cost of products sold 
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S activities for the year ended March 31, 1964 are sum- 


CE I NE CeO ya eet TT ee $ 92,058,000 
Bere Thom iaalestine yi it gage uy om swsidlen So.pce've xed... 66,620,000 
ee ee ee 25,438,000 
Reduction in valuation of year-end inventories of butter by 
$48,496,000 and pork products by $2,349,000 to estimated market 
reas eter. besser. betet oaairen sxrovil care nile. Aa: 50,845,000 
Cost of products Der OvCmoveMe eto ce ke 5,032,000 
Net loss on trading operations .............................. $ 81,315,000 
—by commodities— 
Sales Cost of sales Net loss 
PROM LOT Nira c ot $ 57,292,000 $ 130,898,000 $ 73,606,000 
OV KME IES, hee) 2,255,000 9,022,000 6,767,000 
Cheese. 5 shen 6,966,000 7,744,000 778,000 
Dried skim milk 107,000 271,000 164,000 
$ 66,620,000 $ 147,935,000 $ 81,315,000 
Deficiency Payments— 
INES OSE TREE on rr 727,000 
"26> oT the el ae Ae ea 76,000 
ee ee NR ee 11,000 
oles Sindee 814,000 
Payments for Stabilization of Prices— 
Butterfat content of milk and CECOM Der terete ts reise tty yale tae te 35,351,000 
Milk used for cheddar cheese ...............00.0000000.,..,... 4,283,000 
med casei and casoinates .............-.................... 1,865,000 
Sted... HAVEL! Bete ts becca 1,162,000 
a 42,661,000 
Estimated cost of major services provided without charge by 
government departments— 
Interest on err e weiner Mm h do: home: 8,761,000 
OSI en 503,000 
Accounting and cheque issue services ........................., 176,000 
On os esos ol; wes odo voevacd dence. sce, 33,000 
Contributions to Public Service Superannuation Account ...... 16,000 
Beewree io! ranked mail:-...,..............:s;-............ 7,000 
Employee surgical-medica]l insurance premiums .............. 1,000 
9,497,000 
OEE ES en eee $ 134,287,000 


The loss for the year was 
oartment of Agriculture Vote 172e, Appropriation Act No. 2, 1964, and to the extent 
$9,497,000 by major services 
b balance of $2,555,000 was 
vanada on the balance sheet 


met to the extent of $122,235,000 by funds provided by 


provided without charge by government departments. 


deducted from the proprietary equity of the Government 
of the Board. 
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Stocks of butter and pork products were valued for the first time at estimated 


market value at the close 


of the year which resulted in a loss of $50,845,000. In addition, — 


a warehouse in which certain products (mainly butter) were stored was destroyed by fire - 
which resulted in a loss of $5,032,000. Both losses have been charged to trading operations — 


as shown above. 


The loss resulting from this warehouse fire was absorbed because it is the policy of | 
the government not to carry fire insurance. We suggest that it would provide useful. 
additional information if a statement of losses by accidental destruction of or damage to 
assets, which in accordance with this policy are not insured, were prepared for inclusion 


in the Public Accounts. 


164. Airport operations. The capital investment of the Department of Transport in 
airports as at March 31, 1964 was $605,596,000 compared with $579,085,000 at the same 
date in the preceding year, a net increase of $26,511,000 for the year under review. 


The revenue from civil aviation airport operations for the year ended March 31, 1964 
amounted to $16,971,000 compared with $15,519,000 in the preceding year. Details of this 
revenue, together with comparable figures for the preceding year, are as follows: 


Aircraft landing fees— 
IDOE spowovden 
Trans-oceanic ...... 
Trans-border ....... 
GG GLy ja terttacs Creer eter: 


Rentals— 


Office, shop and garage space 


Living quarters .... 


Concessions— 
Gasoline and oil 


Miscellaneous revenue 


Total revenue 


Other cade soos 


Year ended March 31 
1964 1963 


TE ind Leer oe aa rB MEE oe da SPU oo ve $ 3,609,000 $ 3,235,000 


tle bts Wonca toe teas ea nee eer 3,478,000 3,074,000 
Divan ts uae ust doen side decaf acta ae eee eae 992,000 753,000 
epee RME foe RLU ED A Oi Eee 15,000 23,000 
8,094,000 7,085,000 

del A MONS a ae ATR ee ae 1,425,000 1,239,000 

- sabithosh ad clin oat tie eee a ee ee 361,000 386,000 
Se i oa 183,000 197,000 
stich aha ae ht tare ate ova agarg tect ete De ec 1,036,000 1,077,000 
3,005,000 2,899,000 

Se On EAR Se een eee ee eee 1,927,000 1,881,000 
Ne AEE hr eh tenes ve air ieten eel owt cad 2,200,000 1,824,000 
4,127,000 3,705,000 

eel FE Dee Ae ee 1,745,000 1,830,000 


See 


RR NORE er Er ie co ea CoE at $16,971,000 $15,519,000 


, The parliamentary appropriation for “Airports and Other Ground Services—Opera 
tion and Maintenance” (Transport Vote 145) was charged with expenditures totallin 


$20,281,000 for the year 1963-64, an increase of $526,000 over the corresponding figure ¢ 
$19,755,000 for the preceding year. 
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The excess of expenditure (excludin 
over the revenue received, as 
1963-64 Public Accounts, was therefore $3,310,000, a decrease of 
preceding year’s figure of $4,236,000. 

| The results thus 
‘amortization of airport construction costs 
as a portion of the expenditure char 
be taken into consideration if the actual net costs 

were to be determined. The Department does, howey 
basis for its operations at 17 of the major airports, 

mately 88% of the revenue from civil aviation airpor 
periodic financial statements for management purp 
ments, which includes provision for depreciation of 
the other costs referred to), for the year ended Mare 
she Department’s section of the Publie Accounts. 


} 
{ 


| 


165. Board of Grain Commissioners for Canada. This 
vuthority of the Canada Grain Act, R.S., ¢.25, and is 
ind two other commissioners 
urisdiction to inquire into any matter relating to grading, 
nfair or discriminatory operation of any elevator, and a 
he performance of the duties of the Board. 


The following is a comparative summar 


8 new construction) on airways and airports 
reflected in the Department of Transport section of the 


$926,000 from the 


recorded are on a cash basis and do not include any provision for 
, Interest on funds employed or other costs such 
ged as air services administration, which would have to 
of civil aviation airport operations 
er, maintain accounts on an accrual 
which together account for approxi- 
t operations, and prepares therefrom 
oses. A consolidation of these state- 
civil aviation facilities (though not 
h 31, 1964 is given as an appendix to 


Board operates under the 
composed of a chief commissioner 
appointed by the Governor in Council. The Board has 
weighing and storage of grain, 
ny other matter arising out of 


y of the results of operations for the past two 


seal years: 
| Year ended March 31 
| 1964 1963 
Expenditure— 
Be) ov encecroane! ANMAcInoge ytalontalls $ 4,496,000 $ 4,258,000 
| rR 98 R icttatacee des. thicut.aels. t0..sesnins 211,000 206,000 
Contributions to Public Service Superannuation Account .......... 249,000 237,000 
TST. yin GE al is en cr eral 158,000 122,000 
Printing and BNL y= ante ee, CEM VOU, Bere rit tery 54,000 58,000 
| eer rae weer aN eaak a tourty, wiles), celeste: 244,000 232,000 
| 5,412,000 5,113,000 
Revenue— 
rn ed: ARB? Vou isvia 2,034,000 1,584,000 
OTE sgt 7 aaoe eg ea 1,005,000 794,000 
Registrations and cancellations ..................0.-06-0........... 58,000 44,000 
ee ee 28,000 29,000 
| ee ee ee MED lam 4,000 2,000 
| 3,129,000 2,453,000 
Excess of expenditure over revenue .............. 0 vec ceceeeeccceee en. $ 2,283,000 


$ 2,660,000 
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The increase of $238,000 in salaries, allowances, etc., is mainly due to the increased 
volume of grain movement during the year over the previous year. The expenditures 
of the Board for the first time include the estimated costs of $277,000 for accommodation, 
contributions to the Public Service Superannuation Account and other services provided 
by government departments. 

Despite the increase in revenue during the year, the Board sustained a deficit of 
almost $2.3 million. Costs of the various services provided by the Board have increased — 
substantially, while the fees charged for weighing services have not been revised since 
1920 and for inspection services since 1949. In our previous Reports reference has been 
made to this situation and to a recommendation made in 1961 by the Public Accounts | 
Committee that “steps be taken to bring revenues and expenditures into balance”. We — 
were advised by the Deputy Minister of Agriculture in May 1964 “that effective August 1, 
1965, the Board of Grain Commissioners proposes to amend its regulations to increase 
inspection and weighing fees by 507, in order to enable the Board to meet expenditures 
in providing these services”. In setting the implementation date at August 1, 1965, the | 
Board’s decision was based on the premise that it was not equitable to impose changes in 
fees which would affect net returns on contracts already entered into by the Wheat Board 
under the international agreements then existing (see Appendix 1, item 15). 


166. Canadian Government Elevators. The Canadian Government Elevators, man- 
aged and operated by the Board of Grain Commissioners for Canada under section 166 
of the Canada Grain Act, R.S., ¢.25, and Order in Council P.C. 1372 of August 19, 1928, 
comprise six elevators located at Moose Jaw, Saskatoon, Calgary, Edmonton, Lethbridge 
and Prince Rupert. 

The proprietary equity of the Government of Canada in the elevators at March 31, 
1964 was $10,803,000, represented by fixed assets costing $10,404,000 acquired out of 
funds provided through parliamentary appropriations, together with a surplus of $399,000. 

The following is a summary of the results of operations for the year under review 
with the comparable amounts for the preceding year: 


19611968 
Expenditure— 
Salaries Ando WeeGee sy ass ses «nd clats suis ccaraleqoe cele oO eietel amtce itera $ 886,000 $ 785,000 
Grants am licul of taxes 7 .acr cect citer rete atl ee omen rrr 195,000 112,000 
Maintenance—buildings, plant and equipment ................506- 149,000 258,000 
| oa {2 Oa RP eRe ae enn ain AMR in Ser Acie tin a Ho bid ao Hund ©. OW 84,000 65,000 
Head office expenses... os 5ca0c 1 vane ue sauoenaten cnt oo fore ane 59,000 62,000 
Contributions to Public Service Superannuation Account .......... 58.000 51,000 
Employees’ surgical-medical insurance and compensation .......... 33,000 29,000 
i O02) «ne eR PLR irs hs erent eer aka anys th cel on. got 10,000 10,000 
Others s.’scalsthais cw Seeds Vee ae en As ee ee eee 35,000 32,000 


1,509,000 1,404,000 


_———— 
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Year ended March 31 


1964 1963 

Revenue— 
| te orem nema Su Amt. OUT yh sro) eis 558,000 822,000 
| POVEHON webreh Sees aes colt (4 uu noe. yeasts. .<.c)cpnru. 343,000 157,000 
| GINO SS sac emechans cigbey) Mc a ea Ae 91,000 35,000 
a SAE li 8 es or a Lee 75,000 — 
| Pe Pet Ow OL Re OE | Citasosge es 17,000 11,000 
| Se ela Reidel brary reaniein . solt ceri bation — 26,000 
| 1,084,000 1,051,000 
| ee enon eh rey ee fee. eet tt ae 425,000 353,000 
| Deduct: 
Be EOC oat Ai ovina tres sce vs. lsc... .....,.. 20,000 12,000 
| Credits for estimated cost of services provided without charge by 
t eoetninemt | departments ilei6uvtds. eS wedi. en foe. 6, 101,000 90,000 
121,000 102,000 


Net loss, without providing for depreciation ...................... $ 304,000 $ 251,000 


__ The movement of large quantities of wheat as a result of the sales agreement with 
vhina required the employment of more casual employees than is normal which, for the 
most part, explains the increase in salaries and wages. Grants in lieu of taxes were adjusted 
‘etroactively with the result that an amount of $30,000 was added to the annual grant 
ind a further $53,000 was paid with respect to the two previous years. As noted in 
orevious years’ Reports, expenditures do not include amortization of elevator construc- 
‘ion costs. On the other hand, for the first time, the expenditures include the estimated 
cost of $101,000 for accommodation, contributions to the Public Service Superannuation 
\ecount and other employee benefits provided without charge by government depart- 
nents. 
During the year, 15,531,000 bushels of grain were received by the elevators compared 
vith 6,252,000 in the previous year, which explains the increase in revenue from elevation, 
rying, cleaning, and screenings. 
The rapid turnover of wheat during the year, accompanied by shipments from the 
levators at Moose Jaw and Saskatoon, without replenishment of stocks, mainly accounts 
or the decrease in storage revenue. No elevator rental was received during the year 
ecause the elevator at Port Arthur had been sold in 1962. 

A loss of $130,000 by the Lethbridge elevator was its nineteenth consecutive annual 
ss. The accumulated deficits during this period have amounted to $821,000. 


167. National Film Board. This Board was established in 1939 by the National Film 
ct, now R.S., ¢.185, for the purpose of promoting the production and distribution of 
lms in the national interest. Section 18 of the Act provides for the establishment of the 
ational Film Board Operating Account in the Consolidated Revenue Fund. The Account 
_ credited with amounts provided by annual parliamentary appropriations for “Admin- 


tration, Production and Distribution of Films and Other Visual Materials” (National 
- 95480—10 
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Film Board Vote 1), amounts transferred from appropriations of government depart- 
ments in respect of work undertaken for them, and income arising from the sale and — 
rental of films and other visual materials. The Account is charged with all expenditures 
made by the Board, other than those for the acquisition of capital equipment which are 
charged to a separate appropriation. However, National Film Board Vote L30, Appropri- 
ation Act No. 5, 1963, authorizes charges to the Account for the acquisition of capital 
equipment for the Canadian Government Photo Centre which was established during_ 
the year for the purpose of co-ordinating the government’s still photographic operations 

in Ottawa. 


The equity of the Crown in the Board at March 31, 1964 was $1,820,000, consisting 
of the balance of $451,000 in the National Film Board Operating Account, including 
$29,000 for Canadian Government Photo Centre equipment, and an investment of 
%1.369,000 represented by the depreciated value of equipment transferred to the Board 
at its inception or purchased out of funds provided through parliamentary appropriations 
for the purchase of capital equipment, less disposals. 


As provided by the Act, the Board maintains an accounting system on the accrual 
basis in addition to the accounts maintained by the Comptroller of the Treasury on the 
cash basis. The following is a summary of the results of the Board’s operations for the 
year, compared with those of the preceding year: 


Year ended March 31 
1964 1963 
Expense— 
Production of films and other visual materials ................+-- $ 3,068,000 $ 2,975,000 
ID} nalorintorurerailbelctnn een bind sodsons soabasecotmas toc boddmacum ood ds.oc 2,413,000 2,313,000 
Cost of production of films and other visual materials for government 
departments and others ..........02cccen ences eee e tenon etaes 1,631,000 1,557,000 
Estimated cost of major services provided without charge by govern- 
ment departments. © cosce pele se = vale shebeciroteceustaaeetaly sis ete Oram. ose 1,099,000 1,083,000 
Adimamistravion and) @eneral isenviCGsi mri besiciiieieta eta iteisaeereletkn crs 963,000 900,000 
Depreciation on equipment .........-cceee ence cee cee c eee erees 349,000 342,000 
9,523,000 9,170,000 
Income— 
Splesnon Hlmesandsother mvisualemauaterialciesentetment: ani ter ration: 1,844,000 1,740,000 
Rentalevand: srovaltiess scm iets) ae arinia sche tore ei keer 757,000 585,000 
MiiseeamC OU ax.o cya ayols «me Seaee eee. cae bine aoe aaa tae oe ee 29,000 25,000 
2,630,000 2,350,000 
INGEMERIDCMSE> scx. Sercnens Grebsrthor ccs Ss suoka deal srolien he oe Nel oicten Ree Teck etn cena $ 6,893,000 $ 6,820,000 
Net expense provided by: 
Parhamentarye appropriations obese termes hehe reee tiaee eae $ 5,445,000 $ 5,395,000 
Major services provided without charge by government departments 1,099,000 1,083,000 
Depreciation wei. 2ck.3 ses Vetta sas oar oe ene 349,000 342,000 y 


$ 6,893,000  $ 6,820,000 


——————— 
SSS 
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| The Board’s statement of income and expense for the year ended March 31, 1964 
included, for the first time, the estimated costs of accommodation, contributions to the 
Public Service Superannuation Account, accounting and other services provided by 
government departments and depreciation on equipment. In the statements for the 
previous two years, this information was provided by means of a note to the Board’s 
financial statements. The comparative statement of income and expense for the year 
ended March 31, 1963, as summarized above, was adjusted to incorporate these charges. 


| 168. Post Office activities. The following is a summary of the Post Office transactions 
as recorded in the Post Office section of Volume II of the Public Accounts 


ended March 31, 1964 in comparison with the corresponding amounts for t 
fiscal year: 


for the year 
he preceding 


Year ended March 31 


1964 1963 
| —- en 
| 

| 
| 


Bp rormiprevenme |. meh. 0). Eevrrate tor, ee iiletoescs, cas $ 235,808,000 $ 222,300,000 


Less: Expenses paid from revenue 


Sante nea ahs Oe, SR eee 35,091,000 29,528,000 
Be | ovement gees Ue, Let eTs A eceyi A alt 200,717,000 192,772,000 
ONES COSTE S141 e Ss an a 57,000 59,000 
| 200,774,000 192,831,000 
. Deduct: Expenditures from parliamentary appropriations— 
STD USTSTo 2 oe ee pel le dete a 135,609,000 119,992,000 
PPMP Oration Me sieey ba) mi Olom Bilt hi DOA. oe 65,952,000 63,935,000 
Administrative, financial services, etc. ........................ 5,334,000 5,417,000 
206,895,000 189,344,000 


Excess of expenditure over revenue ...................-......., $ 6,121,000 $ (3,487,000) 


\ 
I 


} 
| 


This recorded excess of expenditure over revenue of $6,121,000 did not, however, take 
consideration estimated costs of services provided by other departments, including 
*commodation provided by the Department of Public Works estimated at $25,859,000, 
ontributions to the Public Service Superannuation Account and to employee surgical- 
edical insurance premiums by the Department of Finance estimated at $8,570,000, 
scounting and cheque issue services provided by the Comptroller of the Treasury, 
»87,000, and employee compensation payments by the Department of Labour, $231,000, 
grand total of $35,247,000. Neither were credits for mail franked by and sent to govern- 
lent departments and Members of Parliament, estimated at $3,860,000, included. Taking 


ese into account the operating deficit would be $37,508,000 rather than $6,121,000 


: shown. 


ito 


_ 169. Public Printing and Stationery activities. Under the Public Printing and 
‘ationery Act, R.S., c. 226, the Department of Public Printing and Stationery was 


‘arged with the execution of printing, lithographing or work of like nature and the 
‘ocurement and distribution of paper, books and other articles of stationery required 
| 95480—103 


| 
} 
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by the Senate, the House of Commons and the various government departments. The 
Department was also made responsible for the sale of all books or publications issued by 
order of either or both Houses of Parliament or by any government department. The 
expenditures are provided for through the medium of the Queen’s Printer’s Advance 
(a statutory working capital advance) and by annual parliamentary appropriations. 


During the year under review the Governor in Council, pursuant to the Public 
Service Rearrangement and Transfer of Duties Act, transferred to the Department of 
Defence Production the control and supervision of the Procurement, Purchasing and 
Stores Branch, the Production Branch, the Outside Printing Production Branch, and the 
supporting administrative and financial services contained in a number of branches of the 
Department of Public Printing and Stationery. Funds in respect of the transferred 
activities provided through appropriations or by statute were also transferred to the 
Department of Defence Production. Responsibility for the procurement of print for books 
and publications remains with the Department of Public Printing and Stationery. 


The basic expenses of the operations transferred to the Department of Defence 
Production are charged to the Queen’s Printer’s Advance under section 37 of the Public 
Printing and Stationery Act. The Advance is credited with the value of printing work 
executed for and charged at “factory” cost to the various departments, and also for the . 
value of stationery supplied and charged to them at “purchase” cost. The Act provides 
that the aggregate amount of the charges to the Advance after deducting therefrom any 
amounts due to it shall not exceed $4 million at any time. As at March 31, 1964 the 
balance of the Advance was $5,759,000 and the accounts receivable totalled $3,772,000, so 
that the effective balance for the purposes of the Act was $1,987,000, a decrease of $372,000 
from the corresponding figure of $2,359,000 at the end of the preceding year. 


The following summary shows the operating results of the Queen’s Printer’s Advance 
for the year ended March 31, 1964 together with comparable figures for the preceding 
year: 

Year ended March 31 


1964 1963 


Re venucumee tir eerie re Se Pee CBA oes HOA S $19,639,000 $18,990,000 
Expenditure— 


Direct materials 


BO | SOS eis h OG BOLING nom OO. oe 206 12,010,000 11,954,000 


Wireot labouries .& qswiee eae Seas Oi take SE eee ogee pepe eee 4244 000 3,857,000 
Other factory expenses! osags .kiiad. wept: bers ae Ech. SPS Heo Pe eit 3,085,000 3,074,000 
Work:  sub-contracted? 22) Jn dostnceniom. 2 memes waht See Oren re 196,000 373,000 
Tnerease+ itt <invéentoriesrt. agak 20h. aot Soba « ees ~ eee (163,000) (192,000) 


19,372 000 19,066,000 


267,000 (76,000) 
SE Se eres ee ee Perr! re ee ee. | 9,000 9,000 


Fk en on ee ee $ 276,000 $ (67,000) 
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The expenditure shown above does not include the value of services and facilities 
including light, power, heat, amortization of cost of buildings and equipment, etc., 
provided free of charge by other government departments and through the medium of 
the Department’s own appropriations and those of the Department of Defence Production. 
| In addition to the expenditures recorded through the Queen’s Printer’s Advance, 
other expenditures were charged to a number of appropriations. As mentioned above, 
in some instances outlay was made by the Department of Defence Production through 
hat a comparison of the total expenditures for the year 


funds transferred. In order +¢ 
under review may be made with those for the preceding year, the expenditures made by 
of the Department of Public 


that Department have been consolidated with those 
‘Printing and Stationery as follows: 


Year ended March 31 


1964 1963 
Departmental administration— 
Department of Defence Production ................ $ 636,000 
Department of Public Printing and Stationery ...... 141,000 
1 


$ 777,000 $ 771,000 
Purchasing, stationery and stores— 


| Department of Defence Production (largely for salaries and wages 
} 


of procurement and stationery stores personnel and repairs to 
office equipment) 


Op SORPTION OR Ate enor Ta OR Ree a ae ae ae Oe 1,228,000 1,201,000 
| Distribution of official documents— 
Department of Public Printing and Stationery .................. 690,000 685,000 
[ ' Printing and binding official documents for sale and distribution to 
| departments and the public—Department of Public Printing and 
! OLSEN onic) Ee Ao 1,126,000 1,012,000 
Printing of Canada Gazette— 

Department of Public Printing*and: Stationery: 41.40.44 61.46 2) 149,000 169,000 
Printing and binding the annual Statutes— 
{ Department of Public Prmling and Stationery ,.......c.:..s...... 40,000 26,000 
Plant equipment and replacements— 
| Department of Defence Production ............0..0.c000000.-.... 83,000 106,000 

Reimbursement of the Queen’s Printer’s Advance for the value of 
stores which have become obsolete, unserviceable, lost or destroyed — 7,000 


$ 4,093,000 $ 3,977,000 


_ For the year ended March 31, 1964, revenue totalled $1,864,000, most of which 
ssulted from sales of publications to the general public. This figure excludes the surplus 
£ $156,000 in the Queen’s Printer’s Advance—representing the excess of revenue over 
<penditure for the year ended March 31, 1964, $276,000, less the accumulated deficit of 


120,000 for the two preceding years—which was transferred to the Receiver General in 
fay 1964. 


_ 170. Royal Canadian Mint. The Royal Canadian Mint operates under Part IT of the 
(urrency, Mint and Exchange Fund Act, R.S., c. 315, and provides “facilities for making 
(ins of the currency of Canada, and for melting, assaying and refining gold”’. 

| Revolving fund accounts are maintained for the recording of transactions in gold, 
‘ver and other metals acquired by the Mint for the purpose of its operations. The 
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following is a summary of the charges and credits to these accounts during the year 
under review in comparison with the corresponding amounts for the preceding fiscal year: — 


Year ended March 31 
1964 1963 


———— ——— 


$27 212,000 $20,655,000 


Inventories at beginning Of Year sania net erpee came wee pe cies 
Add: Purchases during year 


Chole tis acter SR Ovioee Whaat anys Ae a ee eee 98,296,000 91,020,000 
iNrea wc sere suc wis harap anspete ebsites aA a ae 14,782,000 16,914,000 
Clie: Metals cess cr ci steams wre eer oie ar eg See 1,675,000 1,408,000 

114,753,000 109,342,000 
Goldrevaluation(: oa-re..macwie trie ames eee 1p eee ( 1,000) 218,000 


141,964,000 130,215,000 


Deduct: Sales 


OT aie ert ee apenas mca to rere RLS iS eT SEE F< 96,072,000 91,121,000 
Gilera COM at CAC VALUE cathe nt cote sme on ions eee he neta eis 20,176,000 15,853,000 
Other coin at face. Valles). dia. 42.4 = cil erie 5,513,000 4,961,000 
Stiwer bulliom: os. Aeeb fees se ee eee enna tee eRe Bae 86,000 49,000 
Cn ey Bue See. ies toxtinonce ett (eerie "ahs Tae Sa ae 17,000 — 


121,864,000 111,984,000 


a 


20,100,000 18,231,000 
Add: Transfers to revenue 


Gain on® coinage operations ....-.eede sess: seeks es eases 9,276,000 8,920,000 

Gold refining’ gain. «ceuanteesosceks hes eee eee 25,000 61,000 
9,301,000 8,981,000 

Inventories ateendOf year 42.2. ayon-2e: mee reer $29,401,000 $27 212,000 


The transfers to revenue of $9,301,000 from the revolving fund accounts and of other 
revenue of $1,323,000, making a total of $10,624,000 ($9,706,000 in 1962-63) for the year 
ended March 31, 1964, are recorded in the Public Accounts as revenue of the Department 
of Finance. Offset against this were expenditures totalling $2,611,000 charged to parlia- 
mentary appropriations under the Department of Finance as follows: administration, 
operations and maintenance, $2,192,000 ($1,890,000 in 1962-63); and construction oF 
acquisition of equipment, $419,000 ($62,000 in 1962-63). 


The net result of these credits and charges was an excess of revenue over expenditure 
of $8,013,000 compared with $7,754,000 in 1962-63, an increase of $259,000. These recorded 
results do not, however, take into consideration interest on funds employed or charges for 
services provided by other departments including accommodation provided by the Depart- 
ment of Public Works, the services of the R.C.M.P., contributions to the Public Service 
Superannuation Account, employee surgical-medical insurance premiums and accounting 
and cheque issue services by the Department of Finance and employee compensation 
payments by the Department of Labour. 


In the year under review there was a gain in coinage revenue of $356,000 with a 
decrease of $44,000 in sundry revenue. Service fees increased by $606,000 due to an 


? 
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unprecedented increase in the sales of coin sets. 


Expenditures increased by $659,000 due 
mainly to salary increases, and purchase of new 


equipment. 


| Special Audits and Examinations 


171. In addition to the examinations of departmental accounts and the audits of the 
accounts of Crown corporations, already referred to in this Report, the following special 
| audits and examinations were made by the Audit Office during the year, most of them in 
| accordance with specific directions contained in various statutes: Army Benevolent Fund 
Board, Atlantic Development Board, the Canada Council, the Custodian, Economic 
Council of Canada, Exchange Fund Account, Municipal Development and Loan Board, 
ational Gallery of Canada, National Productivity Council, Public Printing and Sta- 

Research on the Diseases 


tionery stores, The Queen Elizabeth II Canadian Fund to Aid in 
urance Fund and Yukon 


of Children, Royal Canadian Mint stocks, Unemployment Ins 
Territorial Government. 


| 
172. Army Benevolent Fund Board. The accounts of the Board were examined for 
the year ended March 31, 1964 pursuant to section 11 of the Army Benevolent Fund Act, 
IR.S., c. 10, as amended, and the relative report was addressed to the Chairman and 


Members of the Army Benevolent Fund Board constituted by the Act, with a copy being 
provided to the Minister of Veterans Affairs. 


| During the year, receipts amounted to $229,000 of which $217,000 was derived from 
‘nterest on funds on deposit with the Receiver General and 
on Government of Canada bonds. Disbursements totalled 
$371,000 in grants to or on behalf of World War II veterans and 
idministrative expenses. The latter amount was 
orovided from an appropriation of the Departme 
$35,000 received from the Canadian Army Welfa 
inancial program of that Fund. 


After absorbing the excess of disbursements over receipts in the amount of $233,000, 
he balance at credit of the Fund at March 31, 1964 was $5,781,000, represented by 
5,521,000 on deposit with the Receiver General, $256,000 invested in Government of 
vanada bonds and $4,000 of accountable advances and prepaid expenses. 


$12,000 from interest 
$462,000 consisting of 
$91,000 for service and 
after deducting a grant of $18,000 
nt of Veterans Affairs and a fee of 
re Fund for the management of the 


_ 173. Atlantic Development Board. This Board was established by the Atlantic 
evelopment Board Act, 1962-63, c.10. Under the provisions of the Act, as amended 
1963, ¢. 5), the objects of the Board are to inquire into and report to the responsible 
Linister upon programs and projects for fostering the economic growth and development 
f the Atlantic region of Canada, and to consider, report and make recommendations 
) the Minister concerning programs and projects. 
| F unds for the Board’s 1963-64 expenses were provided by a parliamentary appropria- 
‘on (Secretary of State Vote 40a). Expenditures during the year amounted to $196,000 
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of which $104,000 represented the cost of technical and economic surveys and studies 
and $92,000 represented administrative costs. 

The amendment to the Act in 1963 authorized the establishment of an Atlantic 
Development Fund as a separate account in the Consolidated Revenue Fund for the 
purpose of financing or assisting in financing undertakings and the carrying out of pro- 
erams and projects that, in the opinion of the Board, will contribute to the growth and 
development of the economy of the Atlantic region and for which satisfactory financing 
arrangements are not otherwise available, the aggregate payments into the Fund not to 
exceed $100 million. 

Up to March 31, 1964 no amount had been credited to the Atlantic Development 
Fund, but during the year the Cabinet approved recommendations for contributions 
totalling $41,100,000 from the Fund to provide capital assistance in the case of two > 
hydro-electric projects and two fish processing development projects. 


174. The Canada Council. The Council was established under the Canada Council 
Act, 1957, ¢.3, “to foster and promote the study and enjoyment of, and the production of 
works in, the arts, humanities and social sciences’. 

A report on the audit of the Council’s accounts for the year ended March 31, 1964 
was made to the Council and to the Secretary of State of Canada, as required by the Act. 

An Endowment Fund of $50 million was established under the Act. The return on 
the investments of the Fund is used to meet administrative expenses and other expendi- 
ture for purposes of the Act (except for capital assistance grants to universities in respect 
of building construction projects which are made from the University Capital Grants 
Fund). Permissible expenditures relate to the following in respect of the arts, humanities 
and social sciences: grants, scholarships and awards; sponsorship of exhibitions, perform- 
ances and publications; exchanges with other countries and organizations or persons 
therein of knowledge and information; representation and interpretation of Canadian 
arts. humanities and social sciences in other countries; and liaison with the United 
Nations Educational, Scientific and Cultural Organization. 

The following is a summary of the results of the Endowment Fund operations for 
the year ended March 31, 1964, together with comparable figures for the preceding year: 


1964 1963 
Surplus at April 1. cnc: teh acs nine t cmme wea eonitene ogee ae ee raerer ae $ 83,000 $ 273,000 
Tncomes—imterest and dividends: 2... cesses swede dete arte eerie: 3,086,000 3,011,000 
3,169,000 3,284,000 
Expenditure— 
Grant Bos vveeneceeidesewerchnenerdeagetsie nds eteincs sm epiedesgeile ae 2,586,000 2,721,000 
Canadian National Commission for UNESCO ................200 82,000 78,000 
Administrative and other expenses .........ccceeceeeeceeeceeeteees 419,000 402,000 
3,087,000 3,201,000 


Surplus ‘at: March" 31 0, 400.0 8a, 007 Oe Sees Sere oe eet be ae $ 82000 $ 83,000 
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A University Capital Grants Fund of $50 million was established by the Act in 
order that grants could be made to universities and similar institutions of higher learning 
by way of capital assistance for building construction projects intended for use in further- 


ing the arts, humanities and social sciences. These grants may be paid out of the principal 
and accumulated income of the Fund. 


| 
| 
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The following is a summary of the University Capital Grants Fund transactions for 


‘the year ended March 31, 1964, together with comparable figures for the preceding year: 


| Year ended March 31 


1964 1963 
EU UL GO CU Wh Dt sh old dadlrell aah b deraiea hile ah aL a $25,944,000 $30,333,000 
Add: 
Interest earned on investments .......0....00..000cccccecee eee. 1,111,000 1,521,000 
Net profit on disposal of securities ............0..0000c0000000 0. 270,000 365,000 


27,325,000 32,219,000 
Deduct: 


Pomborzedmeraniee natin eye. Loe eM mre ore fou 15,826,000 6,275,000 


ea Maral eo drannah. ia gc. beri. seysnee tea ou, uel $11,499,000 $25,944,000 


Prior to the year under review, the allocation of interest earned and profits realized 
tom the investment portfolio of the University Capital Grants Fund was left in 
\beyance because of conflicting legal opinions respecting the procedure which should 
ye followed. In the 1963 Report (paragraph 173) reference was made to a resolu- 


ion of the Council in August 1963 that an allocation and distribution be made on 


he basis of the 1956 census, using the “hotch-pot” or trust fund approach for the purpose. 
subsequently an allocation was made of interest and profits amounting to $15,130,000 
vhich had accumulated in the Fund from its inception to September 30, 1963 and the 


nstitutions concerned were invited to make applications for their entitlement. 

| As we continued to regard the method of distribution as not in accordance with sub- 
ection (2)(b) of section 17 of the Canada Council Act, my report for the year ended 
March 31, 1964 was qualified to that extent. On July 28, 1964 the Public Accounts Com- 
nittee again examined this matter with the Chairman and members of the Council who 
vere in attendance. As a result, in its Sixth Report 1964, the Committee recorded the 
lew that the Council’s approach to the matter was a reasonable one, but because of the 
onflicting opinions held as to whether the action taken was ultra vires of the Act, recom- 
ended that steps be taken to seek amending legislation to provide clear authority for 
re Council to use the 1956 census and the “hotch-pot” approach in the distribution of 
iterest and profits in respect of the University Capital Grants Fund (see Appendix 1, 
em 39). 

| | The Council may, under section 20 of the Act, acquire money, securities or other 
roperty by gift, bequest, or otherwise, and may expend, administer or dispose of 
tem subject to the terms upon which they are made available to the Council. In 
ebruary 1963 as a result of accepting a gift, referred to in the 1963 Report (paragraph 
73), of approximately $4,250,000 from an anonymous donor, which is payable over the 
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next several years, the Council approved of the preparation of a separate balance sheet, 
designated “Special Funds”, to account for all moneys or property received pursuant to — 
section 20. This balance sheet has two sections the first of which records the receipt and — 
disbursement of comparatively small gifts which are accounted for within the Endowment — 
Fund. The second section of the balance sheet relates to the following funds from which 
only the income may be disbursed for the purposes designated: 

1. The amount of $1,079,000 received in March 1963 with respect to the anonymous gift of 
$4 250,000, the income from which is to provide fellowship and scholarship grants to 
Canadians for advanced study or research in the fields of medicine, science and 
engineering at universities, hospitals, research or scientific institutions or other equivalent 
or similar institutions in Canada. 

2. A gift of $600,000 received from the Molson Foundation in September 1963 to establish — 
a capital fund referred to as the Molson Prize Fund, the income from which is to be 
used for making cash awards of $15,000, normally two in each year, to authors or 
creators of works or to persons who have rendered service to Canada in the fields of the - 
arts, humanities and social sciences which will enrich the cultural or intellectual | 
heritage of the nation, or make a noteworthy contribution to understanding and | 
unity among Canadians of French and English descent. 


For investment purposes the two funds have been combined and are represented 
by one portfolio. The income of $74,000 produced by the investments for the year under 
review was allocated to the two funds according to the ratio which each fund, mul- 
tiplied by the days held during the year, bore to the total of the two resulting 
products. A summary of the operating results for the year ended March 31, 1964 follows: 


Special Molson 
Scholarship Prize 
Fund Fund Total 
Surplus at) April: 1) 196353 22. cis cocrencten ater ares cere $ 3,000 $ — $ 3,000 
Income interests alcusciivic Gmc smerny iererieieterentersens: 57,000 17,000 74,000 
60,000 17,000 77,000 
Expenditure— 
Grants sand awards) cinasenmecmee iene ce ae tnreisians 56,000 15,000 71,000 
Administrative 'expensess sae oe ae cere rr ies 1,000 1,000 2,000 
57,000 16,000 73,000 
Sirplucat) Marches! 1964.6 Je eee ee ee $ 3,000 $ 1,000 $ 4,000 


Although two Molson Prize Fund awards of $15,000 each were made, payment was 
conditional upon the Fund producing the necessary income. The item of $15,000 shown 
above for the Molson Prize Fund covers the first instalment of $7,500 paid on each 
award. The second instalment of the same amount has since been paid. 


175. The Custodian. In accordance with Regulation 6 of the Revised Regulations 
respecting Trading with the Enemy (1943) as set out in the schedule to the Trading with 
the Enemy (Transitional Powers) Act, 1947, c. 24, the Secretary of State is appointed 


A 


ee 
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Custodian “to receive, hold, manage, release, dispose of and otherwise deal with all 
property which is reported to him, received or controlled by him or vested in him” by 
virtue of the Regulations. Formerly the Under-Secretary of State, and now, effective from 
|May 15, 1964, the Deputy Registrar of Canada acts as the Deputy Custodian. The 
Custodian’s Office is administered by an Assistant Deputy Custodian in Ottawa. A report 


on the audit of the Custodian’s accounts for the year ended December 31, 1963 was made 
to the Secretary of State. 


The book value of the assets vested in the Custodian, which were valued in accordance 
‘with bases explained in an addendum to the statement of assets and liabilities, decreased 
by $287,000 to $3,851,000 at December 31, 1963. A transfer of $350,000 to the Minister of 
Finance for the War Claims Fund, and releases of assets valued at $265,000 to former 
owners or their beneficiaries or other rightful claimants, offset in part by an appreciation 


of $339,000 in the value of remaining vested assets, accounted for the greater part of the 
decrease. 


| 


' Under the Regulations referred to above, the Custodian is authorized to charge 
against all property investigated, controlled or administered by him, whether it has 
vested in him or not, a fee for services rendered not exceeding 2% of the value of the 
property including the income therefrom. He is also permitted to employ such part of the 
property vested in him or the proceeds therefrom as may be necessary to pay the expenses 
incurred in the administration of the Regulations. 


All fees and any income received from vested assets which consist of, or are con- 
verted into, cash or Government of Canada bonds are credited to the Custodian’s 
administration account, from which all expenses of the office are paid. As a result, from 
September 2, 1939 to December 31, 1963 the Custodian had accumulated a surplus of 
$4,573,000—largely invested in Government of Canada bonds. 


__ The following is a summary of the income and expense of the Custodian for the year 
sanded December 31, 1963 together with comparable figures for the preceding year: 


Year ended December 31 


1963 1962 
Income— 
| Fees on assets released from administration ................2.-... $ 9,000 $ 23,000 
| Interest on investments and bank CED OSIESSR eee eer ee eae 206,000 207,000 
Sere DC OMICLNAN Ee SATS Vr eA) aes oy ee OT) yes Gad 9,000 8,000 
| 224,000 238,000 
Expense— 
Paes KATY MTT ee ete, tke tit tne ah [let bed, 108,000 110,000 
| iMeeE eclneraitaty. 1h Flee me oy, tls! Solem lick |. 11,000 8,000 
119,000 118,000 


REN eve tae tetars crete tate avereVerere: aoe Ne vohaaie ctete ohare ctotahaiale suchas aie aroreematm ere ePae $ 105,000 $ 120,000 
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A substantial decrease in the value of assets released in 1963 as compared with 1962 _ 
contributed to the significant reduction in income from fees on assets released from 
administration. The increase of $3,000 for other expense is the result of a decision to 
write off the unamortized cost of office furniture and equipment as a charge to 1963 
operations—the cost of future acquisitions will be charged as an expense of the year ite 


which the expenditure is incurred. 


176. Economic Council of Canada. The Economic Council of Canada was established — 
on August 2, 1963 by the Economic Council of Canada Act, 1963, ¢. 11, which directs the 
Council to advise how Canada can achieve the highest possible levels of employment and — 
efficient production, in order that the country may enjoy a high and consistent rate of 
economic growth and that all Canadians may share in rising living standards. With the | 
coming into effect of the Economic Council of Canada Act, the legislation establishing | 
the National Productivity Council was repealed and the Economic Council was given 
responsibility for carrying on the duties formerly assigned to the National Productivity 
Council, namely promoting and expediting advances in productive efficiency in various | 
aspects of Canadian economic activity. The Economic Council consists of 28 members 
appointed by the Governor in Council: a chairman and two directors who serve on a full- 
time basis and are remunerated at rates fixed by the Governor in Council and 25 other 
members broadly representative of different sectors and groups in the Canadian economy 
who serve without remuneration. The head office of the Council is in Ottawa. 


Although the Economie Council of Canada came into being in August 1963, the 25 
members who serve on a part-time basis were not appointed until December. Accordingly, 
activities for the year ended March 31, 1964 were largely confined to the last three months 
of the fiscal year. During that period, two meetings were held, office space was obtained 
and staff was recruited. The following is a summary of the expenses of the Council for the 
period from its establishment on August 2, 1963 to March 31, 1964: 


Galaries: eid sGc0 cdea ne soem od vvwein noo aig Nee el Riy wale ee am bse (ers einer articles tc $ 115,000 
Grantesto svork Studge schools... a0. es er ene oeevice mice seem seme = aie fenrale cnet nara 23,000 
TUAW kote tir jfanvecueue GUA esate bers is dlareiaiavcs afelow (slave lscal a siaceseVare tote alee wotern suet cokes teas lck os eel eee 18,000 
Chere ef ea en Sah RS OR 8A eo ies tere ins jee ne 14,900 

$ 170,000 


These expenses were provided to the extent of $165,000 by parliamentary appropriation 
and the remaining $5,000 by a transfer from the National Productivity Council under 
authority of section 22 of the Economic Council of Canada Act which directs that any 

balance standing to the credit of the National Productivity Council after payment by it 

of any debts and obligations shall be paid by the National Productivity Council to the 

oes General to be held and applied toward the payment of expenses of the Economic 
Youncil. 


177. Exchange Fund Account. The Exchange Fund Account, first established by the 
Exchange Fund Act, 1935, c. 60, and continued by the Foreign Exchange Control Act, 


i 
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| 
1946, c. 53, now operates under Part III of the Currency, Mint and Exchange Fund Act 


d 


R.S., c. 315. The purpose of the Account is “to aid in the control and protection of the 
external value of the Canadian monetary unit”, 


| The accounts of the Exchange Fund for its financial] year ended December 31, 1963 
‘were examined pursuant to section 27 of the Currency, Mint and Exchange Fund Act 
and the relative report was addressed to the Minister of Finance in accordance with 
established practice. The section requires that a special certificate be given annually to 
‘Parliament, and in accordance with that requirement it is now certified that the trans- 
actions in connection with the Account for the year ended December 31, 1963 have been 


in accordance with the provisions of the Act, and that the records showed truly and 
clearly the state of the Account. 


The following is a summary of the transactions in the Account for the year ended 


December 31, 1963 compared with the transactions in the previous year: 


Year ended December 31 


| 1963 1962 
emeneewal Canary (in. Oe at aie delerry) bot Soiy $ 2,686,227,000 $ 2,162,606,000 
Deduct: 

Paid into Consolidated Revenue Fund in respect of earnings 35,227,000 32,606,000 
| 2,651,000,000 2,130,000,000 
| Add: 

Advances (net) received duping thie! wear ss ifmackl. shrcaxd sd 38,000,000 521,000,000 
Earnings on investments during the year (to be paid into 
| the Consolidated Revenue Fund) ...................... 62,594,000 35,227,000 


| pwancer at December 31 oo... 66. cl bescceeceeccceccecee.. $ 2,751,594,000 $ 2,686 227,000 


Represented by: 


1 PETA TS FANE 2: Qe No ee ne ee Ae ee en $ 78,000 $ 160,000 
United States dollars and securities ...................... 1,898,188 ,000 1,941,310,000 
(CL Sy OE EES oe ne 883 500,000 763,169,000 
eee RECOM MA eee Ca ce, 110,009 — 
| 2,781,876,000 2,704,639,000 
| Be ovem nie BRU aT hycealee, hue, wocareny 30,282,000 18,412,000 


$ 2,751,594,000 $ 2,686,227,000 


_ It has been the practice in past years to value the holdings at December 31 in terms 
f the Canadian dollar at the closing market rate of exchange but this practice was dis- 
ontinued during the year under review in favour of valuing the holdings in terms of the 
‘anadian dollar at par of exchange. As a result, the United States dollar holdings were 
alued at $1.08108 (par) at December 31, 1963 and the surplus account is $366,662 


eater than if the market rate of $1.0809 at December 31, 1963 had been used. 

It should be noted that the surplus of $30,282,000 at December 31, 1963 would have 
ben considerably larger at that date if losses accumulated in the Account, representing 
‘cost of exchange management since its inception, had been written off. In our 1962 
lsport and in paragraph 175 of the 1963 Report we recommended that provision be made 
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for transferring annually to the Consolidated Revenue Fund the realized profits or losses _ 
from trading operations and revaluations of holdings of gold and foreign currencies. 

The Minister of Finance in a statement to the Public Accounts Committee (Minutes 
of Proceedings No. 16, July 21, 1964) concluded as follows: 


“Tt remains to deal with the request of the Committee for comment on the desirability 
of writing off the deficit or surplus and of transferring annually to the Consolidated Revenue 
Fund the realized profits or losses from trading operations and revaluation of holdings. 

“Tt is clear from the above description that the balance in the surplus account at 
December 31, 1963 results from a variety of causes, including the several revaluations as 
well as trading operations. I propose that this be left in the Fund, where it may serve as a 
modest reserve against any possible future revaluation losses. 

“T believe that in future it is desirable to distinguish between the profits and losses 
arising from trading and investment on the one hand and profits and losses arising from © 
revaluations. I propose that in future, commencing with this year or as soon as the necessary 
parliamentary authority is obtained, the annual balance of profit or loss arising from 
trading operations and investment, including interest and discount on securities, trading | 
profits and losses on purchases and sales of foreign exchange, gold and securities, and the | 
net valuation adjustments on unmatched purchases or sales during the year should be 
transferred to the Consolidated Revenue Fund. 

“T would not propose that any decision now be taken to transfer to the Consolidated 
Revenue Fund any future profits or losses at our year-ends arising from changes in 
exchange rates... 

“Authority will be required from Parliament to recoup the Exchange Fund for any 
deficit in accordance with the course of action I have proposed and some change in the 
law is desirable to make clear the authority to transfer profits or surpluses to the 
Consolidated Revenue Fund”. 


In its Sixth Report 1964 (see Appendix 1, item 31) the Public Accounts Committee 
noted the foregoing and stated as follows: 


“The Committee is glad to note that in future, commencing with this year or as soon 
as the necessary parliamentary authority is obtained, the annual balance of profit or loss 
arising from trading operations and investment, including interest and discount on securities, 
trading profits and losses on purchases and sales of foreign exchange, gold and securities, 
and the net valuation adjustments on unmatched purchases or sales during the year, is to be 
transferred to the Consolidated Revenue Fund. 


“The Committee approves of the Minister’s proposal that the surplus of $30.3 million 
. December 31, 1963 be left in the fund to serve as a reserve against any future revaluation 
Osses. 

“The Committee understands the reluctance of the Minister to decide today whether 
future profits or losses arising from changes in exchange rates should be transferred to the 
Consolidated Revenue Fund at each year-end because of the possibility of these causing 
serious distortions in the budgetary accounts. However, the Committee also noted the 
statement by the Auditor General that the present surplus would be much larger had past 
exchange losses been charged to expenditure as they occurred, and that a drop of as little 
as two cents in value of the United States dollar can again cause the Exchange Fund 
Account to go into a deficit position. It therefore recommends that in the event the holdings 
of the Account drop in value by an amount sufficient to eliminate the above-mentioned 
surplus and create a deficit in the Account, the Minister of Finance of the day give 


a 
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immediate consideration to the elimination of 


| value of the advances made from the Consolid 
| Account”, 


the deficit in order to maintain the full 
ated Revenue Fund to the Exchange Fund 


| 178. Municipal Development and Loan Board. This Board was established by the 
Municipal Development and Loan Act, 1963, c.13. The purpose of the Act is to promote 
increased employment in Canada through financial assistance by way of loans to munici- 
palities to augment or accelerate municipal capital works programs. 


Funds for the Board’s 1963-64 requirements were provided by a parliamentary 
\ppropriation (Finance Vote 38e). Expenditures for the period from September 5, 1963 
0 March 31, 1964 amounted to $59,660, representing administrative costs. No loans 
vere disbursed during 1963-64 but 132 loans to provinces and municipalities amounting 
10 $45.3 million were approved by the Board. 


\ 


179. National Gallery of Canada. The Galler 
gallery Act, 1913, c.33, now R.S., 6.186. Its 
ent, maintenance, care and management 


y was incorporated under the National 
objects and powers comprise the develop- 
of the national gallery, the acquisition of 
vorks of art and generally the promotion of the public interest in art in Canada. 

Pursuant to section 9 of the National Gallery Act, the Gallery’s accounts for the 
ear ended March 31, 1964 were examined and a report was addressed to the Se 


f State. A more detailed report to the Board of Trustees included our comme 
2commendations concernin 


cretary 
nts and 
g various administrative weaknesses some of which had been 
ferred to in previous reports but are not yet entirely corrected. A budget and cost 
ecounting system to provide control over budgeted funds on a functional basis and to 
apply essential cost information on the state of individual 
ito operation in April 1964. 


} 
| 


program activities was put 


The following is a comparative summary of expenditures for the past two years: 


Year ended March 31 
1964 1963 


Administration, operation and maintenance— 
eee ee ee a nd $ 351,000 $ 348,000 


Professional and special services (including security personnel) .... 185 000 155,000 
eater aXe set higuusessaaathcthe ecko, rene 290,000 308,000 
826,000 811,000 

ee er Oreos artes. PY a ee EE. Sek Leo hadi | 323,000 138,000 


$ 1,149,000 $ 949.000 


_ The operating expenses of the National Gallery are met largely from annual parlia- 
entary appropriations, with the remainder paid from a special operating account. 


‘inds for the acquisition of works of art are provided through the National Gallery 
‘chase Account to which are credited moneys appropriated by Parliament for that 
pose. Funds from the National Gallery Special Operating Account are also used to 


{uire works of art and $10,000 was expended for this purpose in 1964. 
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As stated in last year’s Report (paragraph 176) and in the 1962 Report, parliamentary — 
control may be weakened by the supplementing of specific appropriations by expenditures _ 
from the National Gallery Special Operating Account, and by crediting to the Special 
Operating Account proceeds from the sale of Gallery publications, fees from exhibitions 
and lectures, and service charges when the costs of producing this revenue are mainly met 
from the parliamentary appropriation for operating expenses. 


180. National Productivity Council. The Council was established by the National © 
Productivity Council Act, 1960-61, ¢.4, with the objects of promoting and expediting — 
continuing improvement in productive efficiency in the various aspects of the Canadian 
economy. 


The Economic Council of Canada Act, 1963, c.11, enacted on August 2, 1963, provided 
for the repeal of the National Productivity Council Act and the payment of any amounts — 
standing to the credit of the National Productivity Council, after payment of the 
Council’s debts and obligations, to the Receiver General to be held and applied toward | 
the payment of the expenses of the Economic Council of Canada. Accordingly the balance» 
of $5,000 remaining at the credit of the National Productivity Council at March 31, 
1964, after payment by the Council of all its debts and obligations, was paid to the. 
Receiver General in April 1964. 


The following is a comparative summary of the income and expense of the National 
Productivity Council for the last two years: 


1964 1963 
Income— 

Station. Tami s nes vures et ois Sess aus aks RAMS No tibtoed ditch Ga $ 150.000 $ 150000 
ID Yen (0) ste eRe ee an Ener seminigamee ctu omoeco aU aos cc oc 52,000 86,000 
Government contributions under section 16 of the Act ............ 13,000 83,000 
NRT een aon aah eaeet A Ma rian Umno mca a's ohare Core Bic oO 0 0.¢ 2,000 5,000 

217,000 324,000 

Expense— 

Salantestand employee: Denelits Wace cel. ctasttlets: cieclevlle tel taken crate 108,000 131,000 
rotessiomaly serviGeder!, cases chahe ste nes terion oer sh ear oe ca eon fae 32,000 14,000 
Lal Le ee dO eR eR RM eee Ty heen MRR ArEtae COON a Gas bio 31,000 53,000 
Donation to.epproved projects. cc... ccs veh. ong ce cedes due ce aoe See 23,000 119,000 
(ince “equipment and. StawOnery wives. a. esusmeus var Ooc us enee ace meee 21,000 9,000 
Conference: and. seminar “expenses: =... 066 ne5. cea sd onan senna teen 15,000 13,000 
1 Fab NAN AMS Ee otk eh me oor Oe on GA retrc commas GDS SOD 11,000 18,000 
Telephone, telegraph, express and postage ................seseeees 8,000 13,000 
Rent ancdeaccountimne scerwicesi ses Jere seen iets mire ciereiarre 7,000 7,000 
RG rTE EE ee Oe, Rte tees oe CUR Oe SES Sead Nee eee ee ete en nL ee 6,000 6,000 
Travel and living expenses of Council members .............-.0000- 4,000 15,000 
WE EA GUAR OIA) tac. ah ce wai Pieans Rae ee Wats. cee. an Ole. ele a eee 2,000 2,000 

268,000 400,000 


ee 


51,000 76,000 


—_——————__— 
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Year ended March 31 


1964 1963 
Deduct— 
Credits for accommodation and accounting services provided by the 
Government of Canada (recorded above) ........................ 7,000 7,000 
Travel and living expenses of Council members provided by 
statutory appropriation (recorded above) ...................... 4,000 15,000 
11,000 22,000 


sex cecs vOnvexpense. over cOme yc. 4. lide. css ele oboe chee hl conc. $ 40,000 $ 54,000 


| The statutory grant was received under the provisions of section 15 of the National 
Productivity Council Act as the third payment authorized under this section, which 
jirected the Minister of Finance to pay to the Council, from the Consolidated Revenue 


Fund, for each of the first three years after the coming into force of the Act, the amount 
of $150,000. 


| 


' Section 16 of the Act provided that, where the Council, during the first three years 
: its existence, acquired by gift, donation or bequest any asset from a person other than 
der Majesty, the Minister of Finance should pay out of the Consolidated Revenue Fund, 
n addition to the amount paid under section 15 in any year, an amount equal to the 
value of the property so acquired. During the year the Council received donations 
otalling $52,000, of which $13,000 was received from sources other than Her Majesty 
vefore the repeal of the National Productivity Council Act and was accordingly matched 
NY contributions by the government, and the remaining $39,000 was not eligible for 
natching contributions because it was received either after the repeal of the Act or from 
der Majesty in right of several provinces. 

In our Report last year, we noted that a report of all proceedings under the National 
*roductivity Council Act for the year ended March 31, 1963 which section 19 of the Act 
irected should be submitted by the Chairman of the Council to the Ministers of Trade and 
Sommerce and of Labour within three months after the close of the fiscal year and laid 
‘efore Parliament within fifteen days after its receipt, had been submitted to the 
Minister of Trade and Commerce on August 2, 1963 but had not been tabled in Parlia- 


aent before adjournment on that date. The Council’s report was laid before Parliament 
n April 15, 1964. 


181. Public Printing and Stationery stores. Section 34(2) of the Public Printing and 
tationery Act, R.S., c.226, requires the Auditor General to “annually or more frequently 
t his discretion, cause the stock of stationery, printing materials and supplies in store, 
9 be checked with the quantities purchased and supplied”. During the year under review, 
8 in prior years, such tests were made as we considered necessary to establish that the 
ontrols exercised by the Department were operating satisfactorily. A report on the 
xamination was made to the Minister of Defence Production. 
| During the year there was a change in accounting procedure with respect to printing 
nit inventories which for the fiscal year 1963-64 and future years are to be recorded as 
‘ork in process. The inventories of stationery, printing materials and supplies held by 
| 
| 
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the Department totalled $2,547,000 at March 31, 1964 and compared with inventories — 
at the end of the preceding year, adjusted to the new basis, as follows: ; 


As at March 31 
1964 1963 
Gtationery SUDDIIGR «02+ - cone uenmn iee ee eMan em en gna eas sea $ 471,000 $ 705,000 
Typewriter and office machine parte... 5. . eee ee ree: cont nina 154,000 152,000 
127) gaa OURD Be Menno ea cre a era ae to ge AL 468,000 398,000 
Printing and maintenance Supplies: <. 0-22 00 nemuy on Sp Mery aes semi ne 423,000 473 000 
Printing sub-stores—main plant ..........+eeese eee ee esr e teens tsees 110,000 117,000 
NijacellaeOus: Coot tacac swe dieses oem ener sailors sroobns cme meine ea 47,000 72,000 
Worle all) Process \.cccetie-lerw evap oe rte ate ealmei rere nics generar fag 874,000 677,000 


$ 2,547,000 $ 2,594,000 


182. The Queen Elizabeth II Canadian Fund to Aid in Research on the Diseases of 
Children. The Queen Elizabeth II Canadian Research Fund Act, 1959, ¢.33, established 
this Fund to assist individuals or organizations to undertake or carry on research into 
the diseases of children and the causes, prevention and treatment of such diseases. A 
Board of Trustees consisting of a chairman and six members is responsible for the manage- 
ment and administration of the Fund. As required by the Act, the National Research 
Council provides, without charge, such secretarial and other administrative and technical 
services and facilities as may be required by the Board, whose head office is in Ottawa. 
A report on the audit of the Fund’s accounts for the year ended March 31, 1964, which 
contained no qualification, was made to the Board and to the Prime Minister as required 
by the Act. 

The Act provided $1,000,000 for the Fund and also permits the Board to accept gifts 
for its purposes. The following is a summary of the Fund’s transactions for the year 
ended March 31, 1964 together with comparable figures for the preceding year: 


Year ended March 31 
1964 1963 


Ballancestats tlc ilies. tdeetacc eta tepete-teits «A ert ay coat eer. cearerna- str $ 1,049,000 $ 1,003,000 


Add: 
Harmines on investments “2011.5. A eios Wads cee eee 58,000 57,000 
EERE eee NN re ets GN car tap een tances nA ree 1,000 1,000 
59,000 58,000 
1,108,000 1,061,000 
Deduct: 
AWATOS PAD DROVE SCUnIIe aVGATia a poe ier mire eicin ie cra ewe ee nineteen 32,000 12,000 


Balance cave March 3 aeee as ee ee ee 076006 $ 1,049,000 


Two categories of awards have been approved by the Board of Trustees, namely 
“Queen Elizabeth II Fellowships” and “Queen Elizabeth IT Scientists”. Awards in the 
first category are made to doctors of medicine or “other suitable fields of science” t0 
enable them to obtain advanced training and experience in research related to diseases 
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_of children, and range in value from $3,500 to $5,000 per annum. During the year under 
review one renewal and six new fellowships totalling $32,000 were approved. The second 
| category covers the salaries of scientists appointed to carry out research at universities 
or teaching hospitals. Regulations approved by the Board of Trustees with regard to 
these appointments provide for payments of $10,000 per annum for the first three years 
and $5,000 for each of the next following three years, after which the institution at 
which the appointment is held is expected to maintain the salary of the appointee at an 
_appropriate level without recourse to the Fund. No appointments were made under this 
category during the year but the Fund continues to support three appointees of prior 
years. At March 31, 1964 the outstanding liability in respect of these appointments, 
$65,000, was included in the total provision of $98,000 for awards approved, appearing 
| in the balance sheet of the Fund at that date. 

| 


| 183. Royal Canadian Mint stocks. The Royal Canadian Mint is a branch of the 
Department of Finance and its revenue and expenditure accordingly form part of the 
departmental revenue and expenditure and are examined as such. However, section 20 
‘of the Currency, Mint and Exchange Fund Act, R.S., c. 315, requires that the Auditor 
‘General shall “at least once in each year inspect the store of bullion and coin at the Mint”. 
‘Such an inspection was made as at February 29, 1964 and a report thereon was made to 
‘the Deputy Minister of Finance. The stocks of bullion and metals at cost, and coin at 
face value, held by the Mint at February 29, 1964 amounted to $24,198,000 comprising: 
gold $3,395,000, silver $20,480,000, nickel $99,000, bronze $224,000. 


| 184. Unemployment Insurance Fund. The Unemployment Insurance Act 1955, c. 50 
‘(superseding 1940, c. 44) is administered by the Unemployment Insurance Commission 
consisting of three commissioners appointed by the Governor in Council. Its purpose is 
to provide for insurance against unemployment and to maintain a national employment 
service. The Unemployment Insurance Fund was established as a special account in the 
Consolidated Revenue Fund to which all contributions from insured employees and their 
employers and Government of Canada contributions equivalent to one-fifth of the total 
employee-employer contributions, together with interest on investments, are credited— 
and to which benefits and other payments under the Act are charged. 
_ Financial statements showing the state of the Fund at the end of the fiscal year 
and the operations of the Fund during the year are prepared annually by the Commission. 
{n our 1960 and subsequent Reports attention was drawn to the fact that the Act 
loes not provide for these financial statements to be audited. The Public Accounts 
Jommittee made reference to this in its Fifth Report 1961, Fourth Report 1963 and 
Fourth Report 1964 (see Appendix 1, item 14) recommending that these statements be 
*equired by statute to be prepared by the Commission and reported upon by the Auditor 
General. Although the Act has not yet been amended, the Commission has submitted 
ts financial statements for the past three years to the Audit Office for examination, and 
he statements for the year ended March 31, 1964, together with my report thereon to the 
Viinister of Labour, are reproduced in the Public Accounts, Volume II, pages 22°22 to 
12724. 
| 


150 AUDITOR GENERAL’S REPORT 


The following is a comparative summary of the Fund’s transactions for the 
three years, together with the year-end balances at the credit of the Fund: 


1961-62 1962-63 1963-64 
Receipts— 
Contributions from employers and employees $277,789,000 $ 286,430,000 $ 296,586,000 
Contributions from Government of Canada .. 55,558,000 57,286,000 59,317,000 
@thereincomie Vee. he eeioais oie ae inte ener cer 6,267,000 2,570,000 1,172,000 
339,614,000 346,286,000 357,075,000 
Disbursements— 
Benefit. payments joo. cc. sony Soe es ees See ee 454,740,000 403,191,000 365,655,000 
Tnterest (OM AGVAMCeS: seliae amie es eeicle nr) -ieka 2,961,000 — 238,000 
457,701,000 403,191,000 365,893,000 
Excess of disbursements over receipts ........--. $ 118,087,000 $ 56,905,000 $ 8,818,000 
Balance at credit of the Fund ............---.-- $ 66,598,000 $ 9,693,000 $ 875,000 


The annual deficits shown above do not include the administrative expenses of the 
Commission which are financed out of parliamentary appropriations to the Commission 
(Department of Labour Vote 50) in accordance with section 10 of the Act. These expenses 
amounted to $48,684,000 in 1963-64 compared with $48,034,000 for the preceding year. 
Also not included are: the value of accommodation for the Commission’s offices through- 
out Canada, contributions to the Public Service Superannuation Account, accounting 
services provided by the Comptroller of the Treasury and other services provided by 
eovernment departments, all of which were estimated at $10,034,000 for 1963-64 as 
against $9,754,000 for 1962-63. 

Costs totalling $393,000 associated with a new program of registration of employees 
begun during 1963-64 to replace an inadequate system of numbering persons insured 
under the Unemployment Insurance Act and designed, as well, to serve the needs of the 
proposed Canada Pension Plan, accounted for a major portion of the increase of $650,000 
in administrative expenses in the year. The remainder was largely the result of an 
increase of $240,000 in commissions paid to the Post Office Department arising out of 
an upward adjustment of commission rates to meet the increased costs of selling unem- 
ployment insurance stamps and meter impressions. 


The new registration program is to be completed in 1964-65 and it is estimated that 
its total cost to the Commission will be $2,500,000. Because early adoption of a Canada 
Pension Plan appeared imminent, the Commission, in conjunction with its program of 
assigning new numbers to all employees insured under the Act, was requested to solicit 
the registration of non-insured employees as well. The cost of processing these additional 
registrations, together with the extra publicity costs arising out of the need to acquaint 
this segment of the public with the program, has resulted in costs being charged to the 
Unemployment Insurance Commission appropriation for administrative expenses I 
excess of those required to carry out the purposes of the Unemployment Insurance Act. 


> 
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In 1963-64, for the seventh consecutive year, disbursements from the Unemployment 
Insurance Fund exceeded receipts although the excess of disbursements amounted to only 
$8,818,000 compared with $56,905,000 in 1962-63 and $118,087,000 in 1961-62. This sub- 
stantial reduction in the excess of disbursements over receipts for the third successive 
year is attributable to fewer benefit payments and shorter benefit periods although there 


_has been a slight increase in the average weekly benefit paid in each year. Comparisons 
] 
follow: 


| 
| 
| 


| 1961-62 1962-63 1963-64 
| 

| Average monthly percentage of the insured population 

| * 

BAAR CROWN ete) eye ete fe oy bug danig 9.3% 8.1% 7.2% 
: Number of initial benefit claims allowed ............ 1,370,738 1,292,476 1,197,421 
Average number of benefit weeks paid ................ 14.3 13.4 13.1 


Average weekly benefit rate paid ..................... $ 24 .02 $ 24.27 $ 24 .49 

There was an occasion during the year when, for the first time since its inception, 
the resources of the Fund were exhausted. When this happened the amounts required to 
discharge the Fund’s liabilities were obtained by Government of Canada loans which 
were authorized to a maximum of $05,000,000 by Governor General’s special warrants 
dated April 1 and May 2, 1963. Borrowings reached a maximum of $35,000,000 on May 
31 and were fully repaid by August 9, 1963. 

All security transactions of the Fund in the year under review were in a special 

Government of Canada issue which is redeemable at par subject to 30 days’ prior notice, 
and thus no gains or losses on sales were incurred. 
| In keeping with past practice, we reported to the Chief Commissioner on each of 
the examinations of field offices made during the year. Prompt attention was given to 
all audit observations raised and corrective action was taken where called for. Briefly, our 
examinations are designed to test the adequacy of internal control over contributions, 
other income, benefit payments and the collection of overdue contributions, penalties and 
benefit overpayments. The extent to which adjudication of claims complies with the 
provisions of the Act and regulations is likewise examined. In appraising the validity of 
benefit awards, no attempt is made by the Audit Office to verify the accuracy or com- 
pleteness of information regarding claimants, contained in the records of the Commission, 
deyond questioning apparent deficiencies in these records. This aspect of the verification 
of claims is carried out by the Commission’s own investigation-enforcement staff. 
No attempt is made by this Office to audit the accounts of employers to see that 
smployer-employee contributions are fully made to the Unemployment Insurance Fund 
and that each insured worker is credited with the proper contributions. These records are 
verified by the Commission’s internal audit division. 


185. Yukon Territorial Government. The Yukon Act, 1952-53, c. 53, as amended, 
wrovides for the appointment by the Governor in Council of a chief executive officer for 
he Territory to be known as the Commissioner and for the election of a Council com- 
vosed of seven members. The Commissioner in Council is empowered by the Act to 
nake ordinances for the government of the Territory in those fields normally within 
rovincial jurisdiction. 
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The accounts relating to the receipt and expenditure of territorial funds and of 
money appropriated by Parliament for the Territory are subject to examination by the 
Auditor General of Canada, in accordance with section 26 of the Act. There is no require- 
ment, however, for the preparation of annual financial statements, nor for their certifica- 
tion by the Auditor General as the statutory auditor. The Department of Northern — 
Affairs and National Resources has advised that it proposes to recommend amending 
legislation to this effect. Pending the enactment of such legislation, the Commissioner 
has submitted for audit examination the annual financial statements prepared by the 
Territory for publication in its Public Accounts, and we have agreed to furnish audit 
certificates with respect to these statements. 

The following is a summary of expenditure and revenue of the Yukon Territorial 
Government for the year ended March 31, 1964, with comparable amounts for the % 
preceding fiscal year: 


Year ended March 31 
1964 1963 
Expenditure— 
Capital; projecterankia.2 Rae akek Rss epee mie uri wee: “Eaten $ 2,721,000 $ 3,817,000 
TU WGSHOM. Vows dacs gatessoses ee oee see Sua vaene Se eed 1,358,000 1,153,000 
Roads, bridges and public works ..........+seeeeneeeeressece reese 1,009,000 961,000 
Yukon Hospital Insurance Service ......-+.seseeeeee seers eececees 683,000 744,000 
Health: and -welfare:s< spqluede ies oe ee as Sai oe Ada ps > 655,000 480,000 
Da tee ee Se ee eee rr ome ote Rec: Son ona e 336,000 330,000 
Municipal and area development .........-.++ee eee recent terete: 244,000 277,000 
[WaPRN chit Saosin Mo peemabeas UbcodemUeO od oo cAootacomuoDeclape Ge whoo bart 206,000 56,000 
Other expenditure ACs. Gee fete yet rietele = Clete sng eo taneniare Tota Ore ae 823,000 581,000 
8,035,000 8,399,000 
Revenue— 
Federal grants— 
(erates aye any rere Sere cee eee nia Meera ohare terete aie ohare ereceee reece 1,609,000 1,252,000 
TOAD AIMOLtIZatlOn sae hysstiecedeke sisters citelsie « ore rtcle eet rereiebene tops earl ek 314,000 83,000 
1,923,000 1,335,000 
EOL PLO MTS VEIT Slee. lie a sh aleic (cher cae tncecenenato eran at nel Rerfotr eesNna ae 916,000 922,000 
ee bas SaNe(S) SOR Grae eee oer on Ome COU ne Onoo ONE carte one 843,000 703,000 
WicenGen TEVEMUCU «cee ten ine estas cere easier asic Oe oie ares lene aetna 271,000 259,000 
@bher evens tee see coisa eee wee serie aie dete eaters eta iets ane tence veseteie toners 268,000 197,000 
4,221,000 3,416,000 
Expenditure recoveries: 
(SA MIEENT PEOTECES cclate suck oie ooh wets ais p wisisinins speean ne Na rae era oteitton Per amen 1,397,000 1,730,000 
Roads, bridges amd public work v2) 200 ewe eee dese co wee nat sneer 617,000 564,000 
Education Leen e eens nent eens ee ne eens ee ee ee ee eee nene none es ree ee ne ees 514,000 450,000 
Waukon. Hospital mss ce Service: wcrc eceare cetrtiocrtachtrraers 356,000 471,000 
Healtimean ds weltane: -ntsas toc ceric eer erc een cei teiienester enero 258,000 160,000 
Other TEGOV LIES crv os le Meas ASIA ohare heres Sines Maat eerste 239,000 97,000 
3,381,000 3,472,000 
7,602,000 6,888,000 


Wecess-Of expeliditire OVEr TEVENUG ... ccdcsscesce swonweeencaesea en $ 433,000 $ 1,511,000 
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Loans payable to the Federal Government at the close of the fiscal year totalled 
$6,174,000, an increase of $743,000 from the previous year’s total of $9,431,000. Under 
she federal-territorial financial agreement for the five-year period ending March 31, 1967, 
Canada agreed to make certain annual payments to the Territory in return for which the 


Territory agreed to refrain from imposing, levying or collecting individual and corporation 
neome taxes and succession duties. 


One of the payments for which the agreement provides is in respect of “amortization 
yayments on outstanding loans for capital expenditures”. For the year under review an 
unmount of $314,000 was involved, of which $170,000 related to interest and $144,000 was 
or the purpose of reducing the principal of loans. 


A result of this particular annual payment is that Parliament is asked to provide 
unds to cover payment of interest to the Crown in right of Canada and also to repay 
mounts previously appropriated for the purpose of making the loans to the Territory. 


* * * * * 


During the preparation of this Report, my officers and I have been saddened by the 
idden passing of Bruce Arnold Millar, C.A., my Audit Director in charge of the audit of 
efence expenditures for the past ten years. Since he joined the Audit Office twenty-four 
2ars ago, Arnold Millar’s dedication to his work has commanded the respect of all those 
ith whom he came in contact during his long public service. 


In conclusion, I should like to record my appreciation again at this time to all 


embers of the staff of the Audit Office for their loyalty and devotion to duty during 
le past year. 


| A. M. HENDERSON, 
| 


Auditor General of Canada. 


lecember 9, 1964. 
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APPENDICES 


Recommendations and Observations by the Standing Committee on Public Ac- 
counts not yet implemented or dealt with by Executive Action 


etn, oie a Appendix 1 
Non-Productive Payments noted in the Audit for the Fiscal Year ended March 31, 
NN SE ihre eae os epee ty ana, fe ss, ora h Appendix 2 
Summary of Employees of the Public Service, by Departments, Crown Corpora- 
__ tions and Other Instrumentalities Authorized and on Strength as at March 31, 
1964, with comparable figures as at March 3 RG LC gee ne rar hh Appendix 3 
summary of Expenditure by Standard Objects for the Fiscal Year ended March 31, 
_ 1964, with comparable figures for the preceeding fiscal year. arc cco te ae: cxeecov.cacs Appendix 4 
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APPENDIX 1 


RECOMMENDATIONS AND OBSERVATIONS BY THE 
STANDING COMMITTEE ON PUBLIC ACCOUNTS NOT YET 
IMPLEMENTED OR DEALT WITH BY EXECUTIVE ACTION 


Fourth Report 1963—presented to the House on December 19, 1963 


_ SECOND CLASS MAIL. The Committee expressed its belief that early consideration should 
be given by Parliament to ways and means of covering the loss of the Post Office 
Department in handling second class mail and requested the Auditor General to keep the — 


matter before Parliament in his annual Reports in order that subsequent committees 
may give consideration to it. Reference is made to paragraph 79 of this Report. 


_ DEPARTMENTAL OPERATING ACTIVITIES. The Committee reiterated its belief that it would 


be desirable, in order that Members may have a clear understanding of the true financial 


results of departmental trading and servicing activities, were overall financial statements — 


. 


reflecting these activities to be sncluded in the Public Accounts, provided this can be | 


done without undue cost or staff increases. The Committee requested the Auditor 
General to continue to keep the development of this objective under close surveillance 
and to report thereon to the Committee sn due course. Reference is made to paragraph 161 
of this Report. 


_ INTERNAL FINANCIAL CONTROL. The Committee requested the Auditor General to 


continue his examinations into the important area of internal financial control and to 
report further to the House on steps taken or which should be taken to improve financial 
management in the various departments, Crown corporations and other instrumentalities. 


_ UNEMPLOYMENT ASSISTANCE. The Committee shared the opinion of the Deputy Minister 


of Welfare and the Auditor General that consideration should be given by Parliament to 
redrafting the Unemployment Assistance Act so as to state more clearly the objectives 
and methods of achieving them and to remove ambiguities in the present law which 
have resulted in varying interpretations. It believed that consideration should also be 
given to including with Unemployment Assistance other existing programs to assist the 
needy so as to provide better co-ordination of federal-provincial efforts in this field. 
Reference is made to paragraph 67 of this Report. 


Fourth Report 1964—presented to the House on July 28, 1964 


. FINDINGS OF THE ROYAL COMMISSION ON GOVERNMENT ORGANIZATION. The Auditor General 


referred to the numerous and widespread findings made public in 1962 and 1963 by this 
Royal Commission as a result of its examination into the organization and methods of 
operation of departments and agencies of the government. He reminded the Committee 
that where administrative action has caused or contributed to waste of public money, 
it is his duty to report such cases as he considers should be brought to the notice of the 
House. He pointed out that while some instances come to his attention directly during 
the course of his audit work, others are indirectly brought to light by action on the 
part of the administration itself in the course of examining its own operations, as, for 
example, through the medium of internal auditing. 
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By the same token, he considers it to be his duty to study reports prepared by or for the 
managements of departments and agencies, as are by law available to him, directed 
toward the saving of public money by the elimination of wasteful practices and unneces- 
Sary or uneconomical operations. To the extent such reports correctly indicate where 
and how savings could be made, the Auditor General considers he has a responsibility 
to Parliament to follow through in all such cases and ascertain what action has been 
or will be taken toward achieving such savings, or if no action is to be taken, to inquire 
why. On the other hand, he does not conceive it to be his responsibility to assess the 
practicability of any specific recommendations made because, in his view, the decision 
with respect to the extent to which, or the ways in which, such recommendations can 
and will be implemented must always be the sole responsibility of management. 


With regard to the findings of the Royal Commission on Government Organization, the 
Auditor General believes it to be of considerable importance that those relating to 
outdated procedures, uneconomical operations and wasteful practices be effectively dealt 
with, not only in the interests of improving efficiency but because of the substantial 
savings of public funds which could result. It is the opinion of the Committee that not 
only does this lie within the statutory responsibilities of the Auditor General but that 
the Auditor General’s concept of his responsibilities in this matter is in accord with the 
intent and wishes of Parliament. Reference is made to paragraph 7 of this Report. 


- THE FORM AND CONTENT OF THE ESTIMATES. In its Third Report 1963 tabled in the House 


on December 19, 1963 the Committee had made the following immediate recommenda- 
tions under paragraph 3: 


(a) Adoption of the revised vote pattern proposed by the Treasury Board for introduction into the 
Main Estimates 1964-65 subject to certain improvements suggested by the Auditor General to 
the Committee. 


(b) Inclusion of supporting financial information of Crown corporations and other public instru- 
mentalities in the Details of Services for the purpose of providing better information to the 
Members and to the public with respect to the nature of the fiscal requirements of the Crown 
corporations and other agencies requiring financing by parliamentary appropriations. 


(c) Presentation of additional information in the Estimates concerning the staff of all government 
departments and the Crown corporations and other public instrumentalities referred to under 
clause (b) above: 


(i) the number of employees actually on the payrolls at the latest date available during the 
course of the Estimates preparation; and 


(ii) brief notes explaining proposed major increases in the size of establishments. 


In that report the Committee had recommended the adoption of as many of the foregoing 
improvements as might be practicable in the Main Estimates for 1964-65 and it noted 
that the revised vote pattern recommended in (a) above had been introduced by the 
Treasury Board in the Main Estimates for 1964-65 tabled by the Minister of Finance 
in the House on March 3, 1964. 


The Secretary of the Treasury Board explained to the Committee that he had not yet 
been able to discuss with any of the Crown corporations or public instrumentalities the 
practicability of including supporting financial information in the Estimates with 
respect to their operations. He undertook to do so and to advise the Auditor General 
for the information of the Committee. He stated that the Minister of Finance did 
propose to present the additional staff information recommended by the Committee 


under (c) above in the Main Estimates commencing with those for the fiscal year 
-1965-66. : 
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The members of the Committee were glad to learn from the Secretary of the Treasury 
Board that he supported the recommendations made under this heading by the Auditor 
General in his Reports to the House. The Committee believes that there is room for 
improvement in the Estimates presentation designed to provide more informative 
description and more complete disclosure of pertinent supporting detail—information 
which, in the opinion of the Committee, is essential if Parliament is to be in a position to 
give the Estimates the close study and consideration they deserve. 


The Committee also recommended that consideration be given to referring the depart- 
mental Estimates in greater numbers to the Standing Committee on Estimates so that 
it might examine them in detail and report back thereon to the House. It believed such 
a procedure would not only accelerate the work of the House but would contribute 
materially to improving parliamentary control of public funds before those funds are 
committed or spent. Reference is made to paragraph 8 of this Report. 


_ LIVING ALLOWANCES TO FEDERALLY-APPOINTED JUDGES. In its Fourth Report 1963 the — 


. 


Committee had noted that in cases where judges were appointed from time to time as — 
conciliators or arbitrators on boards, they were paid living allowances of $60 a day in 
addition to actual out-of-pocket expenses for transportation, parlour and pullman car 
accommodation and taxicabs. The Committee was of the opinion that a daily rate at 
this level could be regarded as including an element of remuneration which would be 
contrary to subsection (1) of section 39 of the Judges Act. It had therefore recommended 
that if additional remuneration was to be paid to judges appointed for the purposes 
described above, the approval of Parliament for payment of such additional remuneration 
should be sought. 


The Committee recorded that, despite this recommendation, a case had since been 
noted where a rate of $100 a day was approved on May 7, 1964 by the Treasury Board 
and the Governor in Council on the recommendation of the Department of Labour. 


The Committee reiterated the recommendation made in its Fourth Report 1963 that if 
additional remuneration was to be paid to judges appointed as conciliators or arbitrators 
on boards established to deal with disputes affecting employers and their employees, the 
approval of Parliament for payment of the additional remuneration should be sought. 


_ GOVERNOR GENERAL’S SPECIAL WARRANTS. The Committee recommended that a study be 


made of Governor General’s special warrants. Reference is made to paragraph 45 of 
this Report. 


| REMISSION OF SALES TAX ON OLEOMARGARINE. The Committee was concerned to learn that 


the undertaking given in 1949 that the Government would submit to Parliament 
legislation designed to exempt oleomargarine sold in Newfoundland from the federal 
sales tax in the same manner as basic foodstuffs in other parts of Canada had not been 
carried out. Instead, the authority provided to the Executive by section 22 of the 
Financial Administration Act had been used to render a tax, applicable elsewhere in 
Canada, completely inoperative in one province. 


The Committee stated that it does not consider that section 22 of the Financial 
Administration Act should be used in this way. 


ADVERTISING costs. The Committee asked to be informed by the Auditor General in his 
next follow-up report as to the progress made towards centralizing the negotiation 9 
advertising contracts in the Department of Defence Production. 
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COST OF GASOLINE USED IN DEPARTMENTAL VEHICLES AT OTTAWA. The Committee learned 
from the Secretary of the Treasury Board that an alternative means of effecting savings 
in the purchase of gasoline was presently being considered, Having in mind the time 
which had elapsed since the matter was first taken under consideration, the Committee 
urged the Secretary of the Treasury Board to have the matter finalized at the earliest 
possible date. The Committee further requested that the Secretary of the Treasury Board 
provide it in due course with information as to the final decision in this matter and 
also as to the various alternatives which were considered and, with respect to those 
which were rejected, the reasons for such rejection. 


EDUCATIONAL LEAVE costs. The Committee was pleased to hear the Secretary of the 
Treasury Board undertake to have a study made of this matter and requested the 
Auditor General to keep it informed as to the progress being made. 


PAYMENT OF MAINTENANCE EXPENSES OF CIVIL SERVICE RECREATIONAL ASSOCIATION CENTRE. 
The Committee expressed the opinion that Treasury Board should give consideration to 
a re-wording of the Estimates to deal with problems arising out of non-governmental 
organizations receiving financial assistance. 


UNEMPLOYMENT INSURANCE FUND AND ITS ADMINISTRATION. The Committee stated its 
opinion that it is in the public interest that the Government’s consideration of the report 
of the Committee of Inquiry be completed as soon as possible, and that the government 
bring forward promptly such proposals as it may deem necessary to deal with the 
problems raised by the report. 


The Committee also reiterated the additional recommendation made in its Fourth Report 
1963 that preparation of the annual financial statements for the Unemployment Insurance 
Fund should be made a statutory responsibility of the Unemployment Insurance 
Commission and that the statements should be reported on by the Auditor General. 
Reference is made to paragraph 184 of this Report. 


BOARD OF GRAIN COMMISSIONERS. In its Fifth Report 1961 the Committee had stated that 
it felt concerned that in each year since 1953-54 the expenditure of this activity had 
exceeded its revenue by more than $1 million and it requested the Auditor General to 
keep this matter under review and report thereon to the Committee in due course. 


The Committee learned from the Auditor General that he had been advised by the 
Deputy Minister of Agriculture that effective August 1, 1965, the Board of Grain 
Commissioners proposes to amend its regulations to increase inspection and weighing 
fees by 50% in order to enable the Board to meet expenditures involved in providing 
these services. The Committee noted that the Board had had in mind a revision of 
these fees for the present crop year but, due to the very narrow margin within which the 
grain trade was operating under the current international agreements, it was not 
considered equitable to announce changes after those contracts had been entered into. 
Reference is made to paragraph 165 of this Report. 


OFFICE OF THE AUDITOR GENERAL. At its request, the Auditor General brought the 
Committee up to date on the progress of his staff recruitment under the arrangement 
outlined in the Committee’s Fourth Report 1963. 


Members of the Committee were disturbed to find that the actual working strength of the 
Office had only increased from 159 to 161 between November 30, 1963 and April 30, 1964 
due to delays which had developed in the procedures of the Civil Service Commission 
and the Treasury Board in connection with recommendations made by the Commission 
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that revised rates of pay and new classes be established for the existing auditor strength. 
Consequently, the Office remained 18 auditors short of the total approved establishment — 
of 179 originally agreed to with the Minister of Finance and the Treasury Board in 
July 1960, or four years ago. 

In the opinion of the Committee, it 1s fundamental that this independent auditing office 
be strong, capable, efficient and equipped to operate in accordance with the high 
standards of independence and objectivity expected of professional accountants, with 
respect to the legal duties. | 


The Committee believes that as an officer of Parliament the Auditor General should be 
free to recruit the staff he needs in the same independent manner as do other officers of 
Parliament and Crown corporations generally. The Auditor General informed the 
Committee that the recruitment outlook was currently satisfactory and that, barring 
any unforeseen developments, he believed that he could fill his presently approved staff 
establishment under existing arrangements by the end of the year. The Committee 
therefore asked him to render a further report on this situation in due course. 


The Committee noted that amendments to the Financial Administration Act were to be 
sntroduced in due course and believed appropriate amendments should be considered at 
that time designed to allow the Auditor General to appoint such officers and employees 
as are necessary for the proper conduct of his Office. Reference is made to paragraph Il 
of this Report. 


Fifth Report 1964—presented to the House on August 5, 1964 
Canadian Broadcasting Corporation 


ANNUAL REPORT OF THE CORPORATION. The Committee recommended that the President 
and Board of Directors of the Corporation take steps to improve the contents of the 
Corporation’s annual report by including therein supplementary financial information 
concerning its operating and capital budgets and expenditures, for the purpose of 
providing additional information to Parliament and the public. 


STATEMENT OF OPERATIONS. The Committee recommended that the President and the 
Board of Directors realign the format of the annual statement of operations of the 
Corporation in a manner designed to show separately in future for each fiscal year 
(1) the cost of programs produced without advertising but which were available for 
sale, and (2) the gross profit or loss derived from the sale of advertising from all 
sources. Reference is made to paragraph 187 of this Report. 


SIZE OF OPERATING AND CAPITAL REQUIREMENTS. The Committee expressed concern at the 
levels the Corporation’s spending on operating and capital accounts has reached since 
television was first introduced into the national service in 1955. It commended considera- 
tion of this problem as one of the primary and immediate objectives of the Advisory 
Committee on Broadcasting, formation of which was announced by the government on 
May 25, 1964. 


AUTHORITY OF COMPTROLLER OVER REGIONAL ACCOUNTANTS. The Committee was disturbed 
to learn that the authority of the Comptroller over the accounting staffs at the regional 
centres of the Corporation across Canada is not clearly defined and expressed agreement 
with the view of the Auditor General that the regional accountants should be responsible 
directly to the Comptroller at head office in the interests of effective internal financial 
control. The Committee expressed the opinion that a clear definition of this responsibility 
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is overdue and was pleased to be advised by the President that it will receive early 
attention. It requested the Auditor General to advise the Committee when this matter 
has been settled to his satisfaction. Reference is made to paragraph 137 of this Report. 


REPORT OF THE ROYAL COMMISSION ON GOVERNMENT ORGANIZATION. The Committee 
recommended that the Secretary of State table an official memorandum in the House 
presenting the Corporation’s views and its replies to each of the matters dealt with by 
this Royal Commission in its report No. 19 and that this be done before the estimates 
of the Corporation are considered by the House. Reference is made to paragraph 137 
of this Report. 


Sixth Report 1964—presented to the House on October 20, 1964 


NATIONAL DEFENCE ADMINISTRATIVE REGULATIONS AND PRACTICES. The Committee expressed 
the hope that the changes which have been made or are in the process of being made in 
the Armed Forces’ administrative regulations will bring about the desired results. It 
requested the Auditor General to inform the House of any case where the changes 
appear to be inadequate or where abuse and waste of public funds develop. Reference 
is made to paragraph 56 of this Report. 


LEASE TERMINATION PAYMENTS. The Committee stated it had been consistently recom- 
mending since 1960 that the maximum period for lease termination payments be reduced 
in future from three months’ rent as presently permitted to the equivalent of one month’s 
rent. It expressed the opinion that the present regulation is too susceptible to abuse and 
constitutes an unnecessary waste of public funds. It again recommended that the 
regulation be changed to reduce the maximum period to one month but suggested that 
there be a proviso that payment up to three months may be made in cases of hardship, 
provided such cases are approved by the Deputy Minister. Reference is made to 
paragraph 57 of this Report. 


UNAUTHORIZED USE OF CROWN-OWNED VEHICLES. The Committee recommended that the 
regulations be amended to provide for uniform penalties of sufficient magnitude, appli- 
cable to all personnel, to act as a real deterrent to the unauthorized use of Crown-owned 
vehicles. 


- FINANCIAL ASSISTANCE TO TOWN OF OROMOCTO. The Committee recommended to the 


Department of Finance that consideration be given to writing off to expense certain 
loans made to the Town. Reference is made to paragraphs 62 and 122 of this Report. 


- EDUCATIONAL COSTS INCURRED BY THE DEPARTMENT OF NATIONAL DEFENCE, The Committee 


requested the Auditor General to follow this matter up to determine that amounts of 
grants underclaimed in the past are recovered and that practices adopted by the 
Department to avoid losses in the future are adequate. Reference is made to paragraph 58 
of this Report. 


. ASSISTANCE TO PROVINCES BY THE ARMED FORCES IN CIVIL EMERGENCIES. The Committee 


noted that certain provinces had not settled outstanding accounts with the Department of 
National Defence relating to assistance provided by the Armed Forces in civil 
emergencies in prior years. It also noted that as the Department had not been successful 
in collecting the accounts, they had been referred to the Executive for direction but such 
direction had not as yet been received. The Committee directed the Auditor General to 
inform it of the final outcome of these matters. 
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PENSION AWARDS EFFECTIVE AT EARLY AGE. The Committee noted that the Department of 
National Defence has been conducting a general review of the benefits payable under 
the Canadian Forces Superannuation Act and has been considering the advisability of 
introducing deferred pensions similar to those provided for under the Public Service 
Superannuation Act and that this review is continuing. The Committee requested the 
Auditor General to keep it informed as to the progress being made in the introduction 
of deferred pension benefits for servicemen retiring at comparatively early ages. 
Reference is made to paragraph 64 of this Report. 4 


:. 

: a 

DISCRETIONARY AWARDS OF SERVICE PENSIONS. The Committee noted that the Department 
of National Defence is making a study in an endeavour to achieve a system undet 


which the entitlements to all pensions would be specific which, if this were possible 
would eliminate the considerations of the Pension Board which is now responsible for 
establishing reasons for release. The Committee requested the Auditor General to advise 
it in due course of any action taken to revise the present system. Reference is made to 
paragraph 65 of this Report. 


OVERLAPPING OF PENSION BENEFITS. The Committee was pleased to hear from the Deputy 
Minister of National Defence that it is his intention when the Canadian Forces 
Superannuation Act is to be amended to bring this matter to the attention of the 
Ministers with a view to preventing future incidents of this kind. The Committee 
requested the Auditor General to keep it informed as to progress made. 


ADVANCES TO THE EXCHANGE FUND Account. The Committee recommended that in the 
event the holdings of the Account drop in value by an amount sufficient to eliminate 
the surplus of $30.3 million at December 31, 1963 and create a deficit in the Account, 
the Minister of Finance of the day give immediate consideration to the elimination of 
the deficit in order to maintain the full value of the advances made from the Consolidated 
Revenue Fund to the Exchange Fund Account. Reference is made to paragraph 177 
of this Report. 


SUPERANNUATION ACCOUNTS. The Committee suggested that the Auditor General outline 
to the House in his next Report the adjustments made in carrying out the policy 
proposed by the Minister of Finance to the House on March 6, 1964. Reference is made 
to paragraph 123 of this Report. 


ERRORS IN PUBLIC SERVICE SUPERANNUATION ACCOUNT PENSION AND CONTRIBUTION CALCULA- 
tions. The Committee expressed concern that this matter (first drawn to the attention 
of the Department of Finance by the Auditor General in 1959), which it regards as being 
very serious, is taking so long to be corrected. It requested the Auditor General to keep 
it fully informed. Reference is made to paragraph 51 of this Report. 


PENSION INCREASED BY PAYMENT OF TWO SALARIES. The Committee stated it expects to see 
suitable amending legislation introduced in due course to protect the Public Service 
Superannuation Account from excessive annuity charges and requested the Auditot 
General to keep it fully informed. 


suggested that when the Public Service Superannuation Act is next amended a suitable 
amendment be introduced which will provide for the disposition of any excess amou 
of contributions in reciprocal transfer cases. 


36. INTEREST CHARGES ON LOANS TO THB NATIONAL CAPITAL COMMISSION. 
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After hearing further evidence, the Committee stated it continues to hold the view that 
outlays on properties such as these are expenditures of the Crown rather than income- 


to service loans made under the present practice. The Committee repeated its request 
that the Department of Finance review the existing practice with the National Capital 


Commission with a view to placing the financing of the Commission on a more realistic 
basis. 


Reference is made to paragraph 152 of this Report summarizing the results from 
operations of the National Capital Commission for the year ended March 31, 1964. 


ACCOUNTS RECEIVABLE. The Committee expressed concern that weaknesses exist in the 
internal control with respect to accounts receivable and suggested that the Treasury 
Board have the matter studied with a view to ensuring that amounts due to the Crown 
are adequately recorded, that an accounts receivable control system is instituted and 
that collection procedures are tightened up and firmly enforced. 


INDIRECT COMPENSATION TO CHARTERED BANKS. The Committee recalled that, in its 
Fourth Report 1963, it had advised the House that it was in agreement with the view 
of the Auditor General that the arrangement existing between the chartered banks and 
the Government of Canada does constitute indirect compensation to the chartered banks 


and that this may be construed as being contrary to the intent of section 93(1) of 
the Bank Act. 


The Committee reiterated its belief that, if the banks are to be compensated for services 
provided to the Crown, consideration should be given to the most equitable manner in 
which this may be done, with statutory sanction being given by means of an appropriate 
amendment to the Bank Act, possibly at the time of the decennial revision in 1965. 


- THE CANADA CoUNCIL. The Committee stated that, in its Fourth Report 1963, it had 


noted that the Council proposed to accept the 1956 census as a basis for distribution of 
the profits realized and interest earned on the University Capital Grants Fund and also 
to accept the “hotch-pot” or trust fund approach to this distribution. Because of doubts 
expressed by other legal counsel and the Auditor General as to the propriety of applying 
these bases, the Committee had postponed further consideration of the matter. 


The Committee was informed that in the interim the Council had proceeded to allocate 
and distribute funds resulting from profits realized and interest earned on the foregoing 


bases. The Committee regarded the approach as a reasonable one, but because of the 
12 
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conflicting views held as to whether the action taken is ultra vires of subsection (2) (0d) 
of section 17 of the Canada Council Act, recommended that steps be taken to seek 
amending legislation to provide clear authority for the Council to use the 1956 cons 
and the “hotch-pot” approach in the distribution of interest and profits in respect of the — 
University Capital Grants Fund. 


Reference is made to paragraph 174 of this Report summarizing the results from 
operations of the Canada Council for the year ended March 31, 1964. 


Seventh Report 1964—presented to the House on December 7, 1964 
Surplus Assets Disposal 


40. The Committee expressed deep concern that while physical inventory quantities are 
maintained and are readily available in respect of all of the equipment and supply items 
maintained by the Department of National Defence, the purchase cost of the materials, 
including supplies and equipment stores at supply depots and at repair and overhaul con- 
tractors’ establishments, is not available. In accordance with sound business practice, it 
would be reasonable to ascertain, for the purposes of financial management control, the 
value of the inventory and what it costs to store and handle such an inventory. 


41. While the Committee expressed its satisfaction with the supervisory methods exercised 
by the Department of National Defence over its physical inventory quantities, it did 
not see how the Department can perform a really effective job of inventory management 
without knowing the value of the inventory and what it costs to carry it. Furthermore, 
the lack of any cost or carrying values has rendered it difficult for the Committee either 
to form any reasonable estimate of the value of the supplies on hand or to determine 
what would seem to be a reasonable inventory level for a department the size of the 
Department of National Defence to maintain for the requirements of the three Armed 
Forces. In this connection it should be borne in mind that appropriations approved for 
the Department of National Defence have aggregated an average of $1,646 million 
annually, of which $421 million related to equipment, materials and supplies, over the 
past five years so that it does not seem unreasonable for the Committee to expect that 
some maximum dollar figure of values should be established to govern the size of the 
inventory. It was explained to the Committee by the officials of the Department of 
National Defence that the Department has been studying this matter for some time 
and the hope is entertained that it will be possible in due course to record the dollar 
value of this stock subject to the extent to which the recommendations of the Royal 
Commission on Government Organization are implemented in the years ahead. The 
Committee found general agreement that the determination of this would contribute 
materially to an improvement in the management of an inventory of this s1Zze. 


42. The Committee made the following recommendations: 


(1) that every effort be made by the executive to introduce at as early a date as possible an 
effective accounting change in the operations of the Department of National Defence whereby 
inventory quantities can be costed on acquisition and recorded in the quarterly or periodic 
inventory listings made by the Department; 
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that effective with the fiscal year 1964-65 the Department of National Defence issue a statement 
listing or summarizing all material declared surplus during the year showing, to the extent it 
ean be determined, its original cost and the value obtained on disposal of this equipment PI 
Crown Assets Disposal Corporation; also the value obtained for other surplus material, ete, 


declared without value to the Corporation, and that such a statement be placed in the Public 
Accounts of Canada; | 
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(3) that the preparation of a statement similar to the foregoing be made a requirement for each 
department and agency of the Government declaring material surplus for the purpose of 
disposing of such material during each fiscal year and that such statements likewise be placed in 
the Public Accounts of Canada effective with the fiscal year 1964-65; 


(4) that the sales and inspection procedures of Crown Assets Disposal Corporation be revised with 
a view to improving sales techniques. 


Eighth Report 1964—presented to the House on December 7, 1964 


EMPLOYMENT OF PART-TIME DOCTORS BY DEPARTMENT OF VETERANS AFFAIRS. The Deputy 
Minister of Veterans Affairs and the Assistant Deputy Minister and Director General] 
of Treatment Services outlined the manner in which part-time doctors are employed by 
the Department on a negotiated fee basis which permits the doctors at the same time to 
collect charges from paying patients in the veterans’ hospitals. The Committee noted 
the Auditor General’s view that such charges constitute public funds and therefore 


should be handled in accordance with the requirements of the Financial Administration 
Act. 


The Committee noted that following a meeting between the Department and Treasury 
Board in June 1963, an Order in Council had been issued allowing part-time doctors 
to charge paying patients and authorizing them to continue to be paid on the basis of a 
fee for each half day of attendance or the equivalent thereof, In point of fact, the 
Department has never paid these doctors on the basis of actual time worked but uses 
the authority provided in the Order in Council largely as a convenient administrative 
device by which payments to different doctors could be varied to the degree their 
services are required in the hospitals. The Director General of Treatment Services 
agreed that whereas this provided the degree of administrative flexibility desirable from 
the standpoint of the Department’s senior medical officers, it was not compatible with 
the basis of payment outlined in the Order. 


The Committee expressed the opinion that the Executive order should be amended and 
reworded so as to recognize and deal with the actual operating conditions as they exist 
and function in the hospitals, and recommended that the Department review the matter 
further with the Treasury Board with a view to giving effect to such an amendment 
at an early date. 


HOSPITAL CONSTRUCTION GRANTS. The Committee stated it shared the opinion of the 
Deputy Minister of National Health and the Auditor General that, since it is inherent 
in the Hospital Construction Program that commitments be entered into for future 
years as well as the current year, the financing of the program be placed on a period-of- 
years basis with parliamentary control being exercised over the total commitments that 
may be entered into. 


- AWARDS UNDER THE PENSION act. The Committee made the following recommendations 


(see paragraph 89 of this Report) designed to clarify the Act: 


(a) that the extent of the powers delegated to the Commission under section 25 of the Act, “to grant 
a compassionate pension, allowance or supplementary award in any case that it considers to 
be specially meritorious” where the applicant is otherwise unqualified to receive such an award, 
be clarified by defining the term “specially meritorious” ; 


(b) that the ambiguity under the Act whereby section 40 (2) appears to contemplate that a pension 
in respect of death of a member of the forces be limited to a single class of recipient whereas 
other sections of the Act provide that payments in respect of a death may be made concurrently 
to a widow (section 37), children (section 26) and parents (section 38), be eliminated: 
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(c) that the inconsistency apparent under section 38 of the Pension Act where pensions awarded to 
widowed mothers under subsection (3) thereof, which requires that the parent must be incapacitated 
by mental or physical infirmity from earning a livelihood, are by reason of subsection (7) being 
continued in payment even though the widowed mothers have subsequently been able to 
undertake full-time employment, be removed ; 


(d) that consideration be given to adding a section to the Pension Act similar to section 18 of the — 
War Veterans Allowance Act to deal with cases where it appears to the Commission that there 
had been a deliberate disposal of property for the purpose of qualifying for a dependent parent 
award ; f 
that, having regard for section 40 (1) of the Pension Act which provides that no person shall be 
awarded more than one pension in respect of death, the Commission reconsider the legality of 
its decision to permit an award to a dependent parent of a second pension in respect of the 
death of a child after the rights to a pension awarded in respect of the death of another child 
have been lost under the terms of section 45 (2) of the Act. 
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WAR VETERANS ALLOWANCES. The Committee made the following recommendations (see 

paragraph 91 of this Report) : 

(a) the Committee, after taking note of the increasing number of overpayments arising mainly from 
veterans making false or misleading statements, and of the fact that, although 80 such cases had 
been referred to the Board by the Auditor General in 1962 and 1963, in none of these had legal 
action been instituted, recommends that all cases of deliberate deception which come to notice be 
vigorously prosecuted ; 


that the Act should be amended to recognize mortgages receivable and agreements for sale as 
either personal property or an interest in real property. In the meantime, where it appears to 
the Board that the terms of a mortgage receivable or agreement for sale are unrealistic in relation 
to the life expectancy of the individual and the going market rates, the Board should deem the 
return from these assets to be at a reasonable monthly rate; ; 
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(c) that in cases where the presence of a child is the reason for an award at married rates, the income 
of the child, except income specifically exempted under the Act, be taken into account in 
determining the amount of the award. 


AMENDMENTS TO THE CUSTOMS ACT AND THE EXCISE TAX ACT. The Committee made the 
following recommendations: 


(a) Release of goods under Customs Collector’s permission— 
that the practice of the Department in releasing goods prior to the passing of a Customs 
entry and payment of duty be given statutory sanction by means of appropriate amendments 
made to sections 22 and 79 of the Customs Act. 


(b) Sales of goods unclaimed at Customs— 


that the practice of the Department in waiving all or part of whatever storage charges are 
applicable in order that at least the duties may be recovered be given statutory sanction 
by means of an appropriate amendment to section 23 of the Customs Act. 


(c) Duties and taxes on surplus United States Government property sold in Canada— 
that an amendment be made to the Customs Act or to the Customs Tariff Act to provide 
statutory authority for the establishment of a composite rate to be applied to the proceeds 
of all sales in Canada of United States Government property by Crown Assets Disposal 
Corporation. 

(d) Determination of ‘sale price’ for sales tax purposes— 


that an amendment be made to the Excise Tax Act designed to give statutory sanction to the 
existing scheme of valuation followed by the Department of National Revenue in authorizing 
manufacturers by regulation to compute the sales tax on less than the actual sale price. 


GENERAL ELECTION EXPENDITURES. The Committee noted the practice followed over the 
years of making accountable advances to election officers for the payment of office 
rental and various other expenses incurred in connection with an election. It noted that 


the Chief Electoral Officer in his report to the Speaker of the House of Commons on the 
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1962 general election had recommended that the Canada Elections Act be amended 
to provide for the payment of an accountable advance to an election officer, limited to an 
amount which might be necessary to defray such office and other incidental expenses 
as may be approved under the tariff of fees, costs, allowances and expenses, 


The Committee recorded its support of this recommendation by the Chief Electoral 


Officer and expressed the hope that the amendment will be considered by Parliament 
at an early date. 


ACCOUNTS NOT EXAMINED BY THE AUDITOR GENERAL. The Committee noted that although 
this officer of Parliament is the auditor of the majority of the Crown corporations, it has 
not been the practice of successive governments to appoint the Auditor General the 
auditor of seven of the Crown corporations and other public instrumentalities and that 
therefore their accounts have not been examined and reported upon by him to the House. 
The Committee expressed its belief that it would be in the best interests of Parliament 
in its control of public funds were the Auditor General empowered to audit the accounts 
of all of the Crown corporations, agencies and public instrumentalities owned or 
controlled by the Crown, wherever they may be, and to report thereon to the House. 


The Committee therefore recommended (see paragraph 133 of this Report) : 


(a) that the Auditor General be appointed either the sole auditor or a joint auditor pursuant to 
subsection (2) of section 77 of the Financial Administration Act, of each Crown corporation, 


agency and other public instrumentality in respect of which other auditors have been or may 
be appointed; 


(b) that in cases where such other auditors are appointed, they function as joint auditors with the 
Auditor General, and that such appointments be made by the government acting on the advice 
of the Auditor General. 


AUDIT OF THE OFFICE OF THE AUDITOR GENERAL. The Committee noted that pursuant to the 
provisions of section 75 of the Financial Administration Act, an officer of the public 
service nominated by the Treasury Board examines and certifies to the House of 
Commons in accordance with the outcome of his examinations the receipts and disburse- 
ments of the Office of the Auditor General. 


The Committee recommended that this section of the Financial Administration Act be 
amended to provide that the receipts and disbursements of the Office of the Auditor 
General be examined by a qualified person nominated by Parliament through its 
Standing Committee on Public Accounts, and that such person should report thereon 
to the House of Commons. Reference is made to paragraph 6 of this Report. 
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APPENDIX 2 


NON-PRODUCTIVE PAYMENTS NOTED IN THE AUDIT 
FOR THE FISCAL YEAR ENDED MARCH 31, 1964 


(See paragraph 94) 


1. SETTLEMENT ARISING OUT OF DISMISSAL OF EMPLOYED WITHOUT THE AUTHORITY OF THE 
GOVERNOR IN couNcIL.—In 1956 an auditor employed by the Unemployment Insurance 
Commission was notified of his dismissal because of irregularities in his travelling 
expense accounts. His appeal against dismissal was unsuccessful. 


It was a provision of section 52 of the Civil Service Act, R.S. 1952 (since repealed) that 
no deputy head, officer, clerk or employee “whose appointment is of a permanent nature 
shall be removed from office except by authority of the Governor in Council”. In thi 
case the Unemployment Insurance Commission neglected to obtain this authorization 
Counsel for the dismissed auditor made representations to the Commission claiming 
damages for illegal dismissal but the claim was rejected. : 


In May 1962 the dismissed employee submitted a Petition of Right in the ia 
Court of Canada requesting an order declaring him to be still an employee of Her 
Majesty and entitled to such pay and allowances as had accrued since July 5, 1956 
(the effective date of his dismissal), reimbursement for loss of income of $22,675, 
damages of $25,000 for unlawful interference with his employment with Her Majesty, 
reimbursement of his costs of and incidental to the petition, and such further and other 
relief as the Court deemed just. | 


After duly considering the merits of the claim, the Department of Justice recommended 
that it would be in the Commission’s interests to effect an out of court settlement with 
the petitioner. With the concurrence of the Commission and upon the dismissed employee 
submitting a formal release and discharge, payments of $4,000 to him and $500 to his 
solicitors were made in final settlement in February 1964. 


2. EXPENDITURES ON HOUSING PROJECTS SUBSEQUENTLY ABANDONED.—In 1961 the Treasuly 
Board approved in principle a proposal to enter into a bulk leasing arrangement with a 
contractor for the provision and operation of 50 housing units for occupancy by married 
Army personnel at Carp, Ont. The location was subsequently changed to Almonte, Ont. 
Treasury Board authority was sought to pay a utility allowance of $20 per month to 
each of the eventual tenants. However, the Board did not approve this proposal and in 
May 1963 the project was abandoned. In the meantime, $12,391 had been expended for 
purchase of land and $6,627 for costs of survey, soil investigations, and services and 


heating design. The land in question has since been turned over to Central Mortgage and 
Housing Corporation for disposal. 


Similar authority was obtained in 1961 for 15 rental housing units at Perth, Ont. The 
necessary land was purchased at a cost of $7,432. Subsequently, when it developed that 
no acceptable proposal from entrepreneurs could be obtained except at rentals above 
those for accommodation already available in the area, the project was abandoned. 
Additional costs relating to site survey, consultant services and plans amounting to $381 
were also absorbed. Central Mortgage and Housing Corporation has been asked to 
dispose of the land. 

In 1962 the Treasury Board approved in principle a proposal to proceed with the 
development of a rental housing project of 80 units on a bulk lease basis at Red : 
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Alta., for occupancy by Army personnel. In 1963 the project was abandoned. However, 
expenditure had been incurred for a land option, site survey and design of services 
amounting to $10,257. 


- ADDITIONAL COST DUE TO FAULTY SPECIFICATIONS AND DRAWINGS.—In April 1957 a contract 


for the production in Canada of 7,000 signal flares for the Royal Canadian Air Force 
at a firm price of $54,304 was awarded by the Department of Defence Production. 
Subsequent to the start of production, the contractor and the R.C.A.F. design authority 
began to find inaccuracies and conflicts in the drawings and specifications and as 
production progressed some 24 design changes were required. Later it was determined 
that the drawings and specifications which had originated in the United States had 
never been used for production. 


The cumulative effect of the design changes increased the cost and extended the period 
of production during which the product became obsolete for operational use. 


In May 1963 the contract was terminated by reducing the quantity from 7,500 to 4,920 
flares. The cost of the numerous design changes with attendant delays resulted in 
payment to the contractor of $28,868 more than the initial firm price for 7,500 flares, 


- CONTRACT FOR MAGNETRONS CANCELLED.—In 1959 a contract for 630 magnetrons for the 


Royal Canadian Air Force was awarded at a ceiling price of $454,545 by the Department 
of Defence Production. A problem arose when certain tubes manufactured to the 
specifications stipulated in the contract failed in use. The specifications for the 
magnetrons had been obtained from the United States Air Force and although the 
design was changed by the Canadian contractor in an attempt to improve the product, 
some of the magnetrons, which still met the specification requirement, continued to fail 
in use. After 432 units had been received and accepted, the Air Force refused further 
deliveries. 


The contractor, having manufactured or partly manufactured the 630 units in accordance 
with the specifications, claimed and was paid the full ceiling price. 


- ADDITIONAL COSTS DUE TO CONSTRUCTION DELAYS, OTTAWA.—In July 1961 Defence Con- 


struction (1951) Limited awarded a firm price contract in the amount of $179,000, later 
amended to $194,312, for the construction of a biological evaluation building for the 
Defence Research Board at Shirley Bay. The contract was to be completed by the end 
of November 1961. However, the building was not taken over until May 1962. 


During the course of the contract, the work was delayed mainly because of (a) a 
temporary lack of electrical power, (6) experiments with specified materials which 
proved to be unsatisfactory, (c) the requirement for all shop drawings to be handled 
twice, once by Defence Construction (1951) Limited engineering services and once by 
the consultant, and (d) certain design changes made during the progress of the work. 
The contractor claimed for additional costs incurred as a result of the above delays 
and was paid $8,042 in March 1964. 


- ADDITIONAL COSTS DUE TO DELAYS IN CONSTRUCTION OF HANGARS AT GREENWOOD, N.S. AND 


SUMMERSIDE, P.E.1.—Contracts were awarded to the same construction firm by Defence 
Construction (1951) Limited in February and March 1959 to construct one anti- 
corrosion hangar and one readiness hangar at RCAF Station, Greenwood, N.S., and a 
standard maritime readiness hangar and standard maritime anti-corrosion hangar at 
RCAF Station, Summerside, P.E.I., at firm prices as amended of $837,839 and $829,000 
respectively. 
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Immediately after the award of contracts, a number of modifications to the structural 
steel design were proposed by the steel fabricator. These modifications which wer 
finally accepted required lengthy consideration. As a result, the first submission 0 
erection diagrams, scheduled for approval by March 20, 1959, was not made unti 
April 10, 1959. The manner in which shop drawings were dealt with by the contractor 
Defence Construction (1951) Limited, and the consultant gave rise to further delays. 
As a result, final approval was not given to the steel fabricator until June 11, 1959 
The commencement of the erection of the first hangar at Greenwood was thus delayed 
two months. The second hangar at Greenwood and the two at Summerside were delaye 
up to three months because of the disruption of fabricating schedules. The contractor 
was forced into winter work and additional costs of $36,733 and $32,087 were claimed. — 
The claims were negotiated and settlements of $17,870 and $15,360 were paid to th 
contractor. 


_ ADDITIONAL COSTS RESULTING FROM CONSTRUCTION DELAYS, NORTH Bay, ONT.—In 1959 a 


contract was awarded by Defence Construction (1951) Limited for the construction of a 
communications installation at North Bay, Ont. The final cost of the project, amounting 
to $17,668,360, included $149,883 paid to the contractor in the year under review in 
compensation for additional costs and interest arising from the prolongation of the 
contract and from carrying out the work as directed by the Crown. The prolongation of 
the work was primarily the result of (a) the time required to make a policy decision | 
whether to cancel or complete the project, (b) the complexity of the project which 
caused difficulties in scheduling sub-contract work, and (c) delay in providing the 
contractor with working construction drawings. 


. CONSULTANTS’ FEE IN RESPECT OF ABANDONED WORK, CAMP WAINWRIGHT, ALTA.—Defence 


Construction (1951) Limited entered into a contract in 1951 with a firm of consulting 
engineers for the preparation of contract drawings and specifications and for supervision 
of construction of water supply, sewerage system and additional services for Wainwright 
Military Camp. The construction work was planned in three stages. Stage I was 
completed and the consultant was paid for services rendered in accordance with the 
contract. Due to a change in military requirements Stages II and III were not 
proceeded with; however, certain work related to these stages had already been carried 
out by the consultants and in the year under review $49,299 was paid in respect of this 
work. 


. COST OF DESIGN OF AIRCRAFT FUEL STORAGE FACILITIES NOT PROCEEDED WITH, SYDNEY, NS. 


By agreement dated January 12, 1962 an engineering firm was engaged by Defence 
Construction (1951) Limited to design aircraft fuel storage facilities for the Navy at 
Sydney, N.S. Construction of the project was deferred indefinitely, and since all design 
services were completed the firm was paid $25,353, including a fee of $19,500 for the 
design and preparation of working plans and specifications representing 3% of the 
estimated construction cost of $650,000. 


COST OF ABANDONED FRENCH TRANSLATION OF EXHIBITION CATALOGUES.—In order to save 
time in the preparation of the catalogue for the Lawren Harris exhibition, the National 
Gallery of Canada had the French translation prepared in Vancouver where the 

exhibition was being assembled. This translation was found to be unsatisfactory by the 
Queen’s Printer and the Bureau for Translations and the catalogue was withdrawn from 
sale until a new French translation could be obtained. The cost of inserting the new : 
translation, together with the cost of unsaleable catalogues, was approximately $1,900 — 
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LOSS DUE TO INADEQUATE SHIPPING PROCEDURES.—In 1962 the Department of Northern 
Affairs and National Resources entered into a contract which provided for the supply 
and installation of fuel oil storage tanks and distribution systems at various northern 
locations. The Department assumed responsibility for the shipment of the contractor’s 
equipment and material to the work sites. Many months after delivery to the several 
locations, the Department was informed of shortages and a check at each site was made 
by personnel of the Department and of the contractor. Subsequently it was necessary 
for the contractor to purchase additional material to replace the deficiencies. Due to 
inadequacies in the shipping procedures in effect in 1962, the Department was unable to 
ascertain the facts of the situation and the contractor was reimbursed $14,298 for 
replacement material purchased by him and $6,745 for his costs in connection with 
checking the material at the sites. 


LOSS OF FUEL OIL, FORT MCPHERSON, N.w.T.—Fuel oil storage facilties and an associated 
pipe line system for delivering oil to government departments and a few private 
consumers at Fort McPherson are operated by the Northern Canada Power Commission 
on behalf of the Department of Northern Affairs and National Resources. In December 
1963 a main valve in the trunk line used to move oil from dockside to the main storage 
tank was left open in error permitting 33,674 gallons of oil, valued at $9,150, to enter 
a pipe line leading to the premises of a consumer and to be lost due to a defect in that 
pipe line. The Commission issued a billing for the loss to the Department of Northern 
Affairs and National Resources and has since been reimbursed the amount of the loss 
which has been charged to the 1964-65 departmental appropriation (Vote 45) for 
Northern Administration. 


ADDITIONAL COSTS DUE TO CONSTRUCTION DELAY, HAMILTON, ONT.—Early in 1959 the 
Department of Public Works called for tenders for the construction of a length of wharf 
face wall of interlocking steel sheet piling at Hamilton. When the tenders were examined 
in March it was found that the lowest tender, in the amount of $547,762, involved the 
use of steel sheet piling of foreign manufacture for three different sections of the project. 
One section required the use of piling of comparatively light strength priced at $58,175. 
As it was known that a Canadian manufacturer had plans for the early rolling of piling 
which would meet the requirements of this lightest section, arrangements were made 
for the substitution of the Canadian product and in June 1959 a contract was awarded 
on this basis at an additional cost of $10,024. 


On August 31, 1959 the Canadian piling supplier informed the contractor that it would 
be unable to supply the required steel. In order to proceed with the project it was neces- 
sary to revert to the use of foreign steel and the contractor did this on the understanding 
that the Department would pay for the additional costs involved. As the contractor had 
originally estimated that he would be able to complete the work during the summer 
construction season of 1959 and, because of the lengthy delay, was required to work 
under winter conditions, it was necessary in the final settlement for the Department to 
give recognition to costs resulting from winter conditions, high water in the spring of 
1960, increased labour costs, etc. In May 1963, following lengthy negotiations, the 
contractor was paid $77,044, of which $72,824 may be regarded as non-productive, in 
settlement of his claim for costs stemming from the delays which he had encountered. 


ADDITIONAL COSTS DUE TO CONSTRUCTION DELAY, LEWISPORTE, NFLD.—In 1960 the Depart- 
ment of Public Works awarded a contract for the construction of a railway wharf and 
shed at Lewisporte for the Department of Transport. The plans called for the driving of 
steel sheet piling. After this phase of the operation was under way the contractor found 
13 
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that he could make only very slow progress and it became apparent that the subsoi 
investigation commissioned by the Department before the plans were prepared did not 
sndicate conditions as difficult as were encountered on the site. After many weeks of 
attempting to achieve the required results with normal piledriving equipment, the 
contractor was able to accelerate progress by a revised method. 

The extended time required for the piledriving caused delay in starting other phases of 
the work and in October 1963 the contractor was paid $41,449 to compensate him for 
the rental of equipment which he had put on the site in anticipation of reasonable 
progress in piledriving and which had remained idle because of the delay. 5 


ADDITIONAL COSTS DUE PRIMARILY TO CONSTRUCTION DELAY, ST. JOHN’S, NFLD.—A contract 
for the construction of a post office building at St. John’s was entered into in 1987, 
Excavation for the basement revealed an underground spring. In order to overcome its 
hydrostatic pressure it was necessary to redesign the boiler room floor slab. Work on 
the project was halted for six weeks while the revised design was prepared, and the 
final payment to the contractor during the year under review included $18,724 for costs 
attributed to the delay. 
Owing to the increased thickness of the hydrostatic floor slab referred to above, the — 
contractor was ordered to increase the elevation of the first floor slab. After basemen 
walls had been poured to the increased elevation, it became evident that the clevatial 
created problems in suiting the entrances to street grades. When an analysis of the 
minimum height requirements of the boilers and ancillary equipment indicated that the - 
equipment could be accommodated without increasing the ceiling height to compensate 
for the hydrostatic floor slab, the contractor was directed to reduce the ceiling height to 
that provided by the original design. An additional cost of $4,646 was incurred m 
connection with this reduction. 


, 
, 


ADDITIONAL COSTS DUE TO CONSTRUCTION DELAY, OTTAWA.—In our Report for 1960-61 
reference was made to a payment of $12,737 by the Department of Public Works to 
consultants for revised plans, subsequently not used, covering a number of structural 
changes to an Ottawa building (now the Sir Charles Tupper Building). Completion of the 
project was delayed by the proposed changes and also by alterations resulting from 4 
decision to provide accommodation in the building for the Department of Fisheries. 
In November 1963 the contractor was paid $22,962 as compensation for extra costs 
arising from the delays to which his contract was subjected. 


ADDITIONAL COSTS DUE TO CONSTRUCTION DELAY, HALIFAX, N.S.—In 1959 a firm of 
consultants was engaged by the Department of Public Works to prepare plans and 
specifications for and to supervise the construction of additions and alterations to a 
public building at Halifax. In March 1960 the consultants were requested to extend their 
commission to the designing and supervising of installation of mail handling equipment, 
provided that an engineering consultant acceptable to the Department be engaged by 
the firm to deal with this phase of the work. When the consultants sought permission 
to have the additional assignment carried out by their own staff, the Department withheld 
permission until they had produced evidence of their capability. Early in 1961, on the 
basis of preliminary design work submitted, the conclusion was reached that the firm 
was not capable of doing the work satisfactorily, and another firm was engaged to deal 
with the mail handling equipment. 


In the meantime, the building contract had been awarded in August 1960 and the work 
had been progressing favourably. The delay in completing plans for the mail handling 
equipment resulted not only in a number of extensive changes in the contractor’s work 


18. 


19. 


20. 


AUDITOR GENERAL’S REPORT 173 


but also in the acceptance by the Department during the year under review of 
responsibility for costs of $20,988 incurred by him during a period of 21 weeks when he 
was unable to proceed as planned. 


ADDITIONAL COSTS DUE TO CONSTRUCTION DELAY, HAMILTON, ONT.—In May 1961 the 
Department of Public Works entered into a contract for the construction of an addition 
and for alterations to the postal terminal at Hamilton. Earlier the Department had 
received Treasury Board approval for the acquisition of an experimental conveyor to be 
installed on the premises but due to delays in the preparation of final drawings and 
layout for the conveyor the contract for the equipment was not awarded until J anuary 
1962. A consequence was that it was necessary to limit the construction contractor’s 
scope of operations until the layout for the facilities had been completed. Relocation of 
the conveyor shaftway and revisions to the system further contributed to the delay. 
During the year under review the contractor was paid $9,931 to compensate him for 
costs incurred because of the delay. 


COST OF DELAY IN CONSTRUCTION OF BUILDING FOR THE POST OFFICE DEPARTMENT, OTTAWA.— 
A contract for the construction of a laboratory and workshop building for the Post Office 
Department was entered into by the Department of Public Works in July 1959. 
Although no indication of the requirement had been given during the design stage, 
in April 1960 the Post Office Department requested a modification of the plans to permit 
the installation of a sawdust extractor which was to be transferred from its existing 
location. In July 1963, after the Department of Public Works had confirmed that 
required revisions to the structure had delayed the contractor’s operations by some ten 
weeks, he was paid $6,628 in compensation. 


COSTS RESULTING FROM CONSTRUCTION DELAYS, INCOME TAX COMPUTER CENTRE, OTTAWA.— 
In 1961 the Department of Public Works awarded a contract for the construction of the 
Income Tax Computer Centre at Ottawa. During the course of the work a number of 
circumstances delayed the contractor for about three months. The principal causes were: 


(a) After the award of a contract for computer room equipment (by the Department 
of National Revenue) it was found that preliminary information as to the 
cooling load for the equipment was inaccurate. Work was delayed while 
accurate information, plans and equipment were obtained. 


(6) The original tender documents did not provide for the installation of a canteen 
in the building. The decision in 1962 to make provision for these facilities 
delayed the contractor for several weeks. 


In September 1963 the contractor was paid $6,166 to compensate him for expenses 
resulting from the delays. 


- COSTS OF DELAY IN CONSTRUCTION OF EXTENSION TO HEATING PLANT, MONTREAL, QuE.—In 


May 1961 the Department of Public Works entered into a contract for the construction of 
an extension to the central heating plant of a hospital in Montreal for the Department of 
Veterans Affairs. Earlier a contract had been awarded to another contractor for the 
supply and installation of three boilers in connection with the project. Although steps 
were taken to co-ordinate the operations of the two contractors, it later developed that 
the time allowed for the placing of two of the boilers in operation was unrealistic, and 
the work of the construction contractor was delayed for ten weeks. In July 1963 he was 
paid $1,975 to compensate him for costs incurred during this period. 
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COST OF TEMPORARY SUSPENSION OF CONSTRUCTION CONTRACT, ST. NICOLAS, QquE.—In 
May 1962 a contract was awarded by the Department of Public Works for th 
construction of a protection wall at St. Nicolas. After work was under way, a nearby 
property owner alleged violation of his rights, and activities were suspended for about 
six months pending clarification of the Department’s position in the matter. In May 1964 
the contractor was paid $2,480 as compensation for costs incurred by him as a resul 


of the delay. 


CONSULTANTS’ FEES IN RESPECT OF ABANDONED WORK, FROBISHER, N.W.T.—In 1959 a grou 
of architectural and engineering firms was engaged to prepare preliminary studies and 
estimates of costs which it was expected would lead to the preparation of plans an 
specifications for the development of a townsite and the construction of various buildings © 
at Frobisher. Early in 1962 a group consisting mainly of the same personnel who hag 
undertaken the earlier assignment was retained to plan for and supervise the construction 
of the various facilities which were to form the new town. 


Two construction phases were contemplated, the first to include a number of buildings, 
roads, utilities, and site clearance for the second phase which was intended to include 
the construction of other buildings, at a total estimated cost of $12,700,000. In June 1962 
the Department of Public Works entered into a contract for the first phase. In 1963, 
when planning for the second phase had reached the stage where the Department would 
shortly have been in a position to call for tenders, the Strategic Air Command (SAC) of 
the United States Government, which had established a refuelling base at Frobisher, 
decided to withdraw its operations. Under the terms of the Canada-United States 
agreement respecting SAC operations, the facilities at Frobisher, which included a 
number of buildings, became available for use by the Government of Canada. 
Consequently, it was decided to defer the second phase of the construction program 
pending an examination of the SAC facilities in relation to the accommodation require- 
ments of the several departments involved. 


In February 1963 the consultants were instructed to stop work on the preparation of 
plans and specifications for the second phase of the development program and in the 
following December they were informed that this phase was being abandoned. Payments 
totalling $194,982 were made to them up to March 31, 1964 on the basis of completion 
of 85% of the design work on an estimated cost of $8,875,000 for phase two. 


CONSULTANTS’ FEE IN RESPECT OF ABANDONED WORK, EDMONTON, ALTA.—In 1960 the Depart- 
ment of Public Works engaged a firm of architects to prepare plans and specifications and 
to supervise the construction of a postal terminal at Edmonton. They proceeded with a 
number of preliminary design studies based on a multi-storey addition to the existing 
terminal building, which itself was to be completely renovated. The studies included 
both architectural and mail handling designs and layouts. In 1962 this concept was 
abandoned for economic and functional reasons in favour of a two-storey addition to 
house mail handling operations, with alterations to the existing building being confined 
to changes necessary to provide administrative and office areas. During the year under 


review the consultants were paid $18,000 for services rendered in connection with the 
original concept. 


‘| 


CONSULTANTS’ FEE IN RESPECT OF ABANDONED WORK, TORONTO, ONT.—In 1961 consultants 
were engaged by the Department of Public Works to prepare plans for and to supervise 
construction of a new postal station at Toronto. In 1963, when the Department decided 
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to defer further action indefinitely, the engagement was terminated and the consultants 
were paid $1,704 for services rendered under the “abandonment of work” provision of 
their terms of employment. 


COSTS RESULTING FROM ABANDONED EXPROPRIATIONS, HULL. QUE.—Certain properties in 
Hull were expropriated by the Department of Public Works in 1952 to serve as a site 
for a new public building and to implement recommendations of the National Planning 
Committee with respect to the area. In 1954, after discussions with the Federal District, 
Commission (now the National Capital Commission), the expropriations were abandoned 
with respect to all of the property except that required for the building site. 


The owner of a substantial portion of the expropriated area operated a hotel therein and 
after the abandonment proceedings he took legal action to obtain compensation, claiming 
that during the period of about 22 months that the expropriation stood he had been 
compelled to operate on a day-to-day basis and plans for the reconstruction and 
enlargement of the hotel had been shelved. In June 1962, the Supreme Court of Canada, 
on appeal from an earlier Exchequer Court action, awarded $24,480 compensation for the 
expropriation and revesting of the property. This amount, together with interest of 
$10,669, and costs of $9,108 not relating entirely to the revested area, was paid during 
the year under review. 


COST OF UNUSED OFFICE SPACE, HALIFAX, N.S.—The Department of Public Works entered 
into a lease for a term of three years, effective October 1, 1961, to provide accommoda- 
tion for the Department of Finance at Halifax. In December 1962 the premises were 
vacated as a result of a consolidation of services in another building. Although 
immediate steps were taken towards a cancellation of the lease, it was not terminated 
until September 30, 1963, when the lessor accepted $4,592 in full and final settlement. 
This amount, together with the rent of $7,271 paid for the period prior to that date 
during which the premises were unoccupied, resulted in a total payment of $11,863 in 
respect of the unused accommodation. 


COST OF VACATED POST OFFICE SPACE, NORTH EDMONTON, ALTA.—The Department of Public 
Works leased space in a building at North Edmonton for the use of the Post Office 
Department for a ten-year term commencing June 1, 1954 at the rate of $2,200 per 
annum. The premises were vacated on January 15, 1962. Because the amount requested 
by the lessor to terminate the lease at the time would have represented little saving 
over continuing to pay rent to the completion of the term, the Department elected to 
attempt to sub-let the space. Its efforts were unsuccessful until February 1, 1964, when 
an offer of $50 per month was received and accepted. Payment of rent to January 31, 1964 
and a quit lease payment of $467 for the final four months of the term resulted in a total 
of $4,959 being paid for the period during which the space was not occupied by the 
Crown. 


- COST OF DELAY IN APPROVAL OF STRUCTURAL PLANS, KENTVILLE, N.S.—In September 1961 


the Department of Public Works awarded a contract for the construction of a federal 
building at Kentville which was accepted by the Department in October 1962. During 
the year under review the structural steel sub-contractor was paid $8,498 as compensa- 
tion for a construction delay caused by late approval of shop drawings relating to an 
element of the steel work. Although the Department felt that the situation had stemmed 
from an error in judgment on the part of the consultant architect, no assessment was 
made against him because of his otherwise satisfactory performance. 
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COST OF DELAY IN DEMOLITION OF BUILDING, ST. JOHN’S, NFLD.—In September 1959 the 
Department of Public Works awarded a contract in the amount of $6,990—subsequently 
increased to $7,743—for the demolition of a building in the St. John’s harbour area. The 
site was required for the construction of a marine agency depot for the Department 
of Transport. 
Although demolition was required by late November 1959, it was not completed until the 
following October due to a delay for which the contractor was not responsible. As the 
delay resulted in the cancellation of a sale of salvaged material which he had negotiated 
prior to tendering and led to a substantial loss on his undertaking, the contractor sought 
redress. In May 1963 he was paid an additional amount of $12,000 in settlement ol 


approximately 50% of his claim. 


Prior to demolition the building was being used by the Province of Newfoundland, on a 
“care and maintenance” basis, as a vocational training school. Although the Province 
was notified in January 1959 that vacant possession would be required by the following 
July, it continued to use the premises until late April 1960. The Province was advised by 
the Department of Public Works in November 1959 that financial responsibility for the 
delay was regarded as a provincial matter, but no further action was taken in this regard. 


COST OF TERMINATING CONTRACT FOR CONSTRUCTION OF POST OFFICE BUILDING, ST. ISIDORE 
DORCHESTER, QUE—In February 1963 the Department of Public Works awarded | 
contract for the construction of a post office at St. Isidore de Dorchester at a cost 0 
$14,690. Two months later, after work had commenced, the local municipal council 
requested that the contract be cancelled. The contractor was instructed by the Depart 
ment to cease operations forthwith and in the following month he was informed tha 
the contract was terminated. He was later paid $4,000 in settlement of a claim for w 
completed and other expenses incurred in connection with the cancelled project. The 
site of the proposed building, acquired in 1962 at a cost of $5,000, is being retained by 
the Department to meet a possible future construction requirement. 


COST OF ACCESS ROAD, CHATHAM POINT, B.c.—The Department of Transport maintain: 
a light and fog alarm station at Chatham Point, B.C., which prior to 1963 was service 
by departmental Coast Guard ships. When the Department decided to establish a 
meteorological observing station at the same location, it was considered in 1961 that 
economies would result from the construction of an access road to the site to service the 
expanded facilities. After work on the access road was well under way, a change in 
plans for the area led to the cancellation of the meteorological station project cat 
Chatham Point. The road, completed at a cost in excess of $55,000, is therefore utiliged 
to provide access by land to a lightstation staffed by only two employees. It is not 
evident that this outlay would have been incurred for that purpose only. 


COST OF UNSUCCESSFUL ATTEMPT TO RECONSTRUCT LOCK ENTRANCE WALL, BOBCAYGEON, ONT. 
—In 1961 the Department of Transport entered into a contract for the reconstruction 
of an entrance wall to a lock on the Trent Canal at Bobcaygeon, at an estimated cost 
of $34,262. The plans and specifications for the work were prepared by department 
engineers. The required method of carrying out the work was to place a cofferd 
across the canal downstream from the area where the wall was to be rebuilt and 
de-water the area between the cofferdam and the lock so that the rebuilding of the ¥ 
might be carried out in the dry. Although the contractor was able to complete a porte” 
of the work, for which he was paid $8,991, he was unable to proceed with the mé r 
part because of inability to de-water the working area and in August 1962 th 


34. 


30. 
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contract was terminated. During the year under review, after the Department had 
determined that it was not economically feasible to place and maintain a cofferdam 
as had been originally set out in the specifications, the contractor was paid an additional 
$30,631 to compensate him for costs incurred in his abortive attempt to complete the 
contract. 


The Department subsequently undertook to complete the work by a method which 
would allow the wall to be reconstructed without having the area de-watered, at an 
estimated cost of $45,000. 


ARCHITECTS’ FEE IN RESPECT OF ABANDONED WORK, MONTREAL, QUE.—In 1961 architects 
were engaged to prepare plans and specifications for, and supervise construction of, an 
addition and alterations to the Queen Mary Veterans Hospital at Montreal. After the 
architects had completed the sketch plans and preliminary drawings they were instructed 
to take no further action on the project. Based on an estimated cost of construction 
of $9,142,190 and in accordance with their terms of engagement, the architects were 
paid $110,047 ($99,000 in 1962-63) for services in connection with the project. Whether 
the project will be undertaken at some future time and use made of the plans and 
specifications is not known. 


COST OF UNUSED PLANS FOR HOSPITAL ALTERATIONS, LONDON, ONT.—In 1957 consultants 
were engaged to prepare plans and specifications and to supervise the construction 
of a new wing and alterations to the surgical and X-ray departments at a 
London hospital for the Department of Veterans Affairs. When the plans and specifica- 
tions were nearing completion the Department decided to eliminate alterations to the 
surgical and X-ray departments because it was felt that to carry out these alterations 
while the construction of the new wing was in progress would cause too much disruption 
of the functions of the hospital. After the new wing had been substantially completed, 
the consultants were re-engaged in connection with alterations to the X-ray department 
but the new concept envisaged substantial reductions both in scope and cost from what 
had been earlier contemplated. The original design was therefore abandoned and in 
August 1963 the consultants were paid $23,465, on a quantum meruit basis, for services 
rendered in the preparation of the unused plans. 
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APPENDIX 


SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE, 
BY DEPARTMENTS, CROWN CORPORATIONS AND OTHER INSTRUMENTALITIES 


Authorized and on Strength as at March 31, 1964 
with Comparable Figures as at March 31, 1963 


hie 
Employees authorized Employees on Strength 
Name of Department, Crown Corporation or Ee. 
March March Increase Other Instrumentality March March Increase 
1963 1964 | (Decrease) 1963 1964 (Decrease) 
DEPARTMENTS (Note 1)— 
Agriculture— 

431 439 8 WNobrostansineinl@al Jove Nl. paganacanasduavoonossnon dos 399 886 (13) 
4,003 3,940 (63) Research Branch !.iiies 0) be deca oe eee 3,350 3, 250 (100 
2,064 2,056 (8) Production and Marketing Branch................... 1,916 1,908 (8) 
1,443 1,491 48 Health ofAmimals: brancliera nem erie riaee i aarnens 1,400 1,431 31 

Prairie Farm Rehabilitation 
1,127 1,183 56 INGHab RINE O oe naacodeneD Oreboba CaCO OeRTO Eee 0.0% 962 991 29 
Prairie Farm Assistance ; 

89 63 (26) Adaninistration: <saaqsevys th ceacrseeeed tae ince aterm 86 61 (25) 
930 942 12 Board of Grain Commissioners... ee era 866 834 (32) 
228 255 27 Canadian Government Elevators.................... 215 231 16 

10,815 | 10,369 54 9,194 9,092 (102) 

15 16 1 Atomic nerey, Control Boarder eer enrnentte eee 14 14 — 
180 180 — Auditor Generales Ofitceres sascren cee ceeine tite eet 157 160 S 

40 40 _ Board of Broadcast Governors............:++++ssse0e- 37 36 (1) 

Chief Electoral Officer— 

20 20 — Rermanenta.iiircsa ccs males ice ads tee ee eee: 18 19 u 

Ho sil (66) (OCI) boar aeen Gee aarcnnion retried, cman N lS oar Beacon Osi ih 11 (66) 

97 31 (66) 95 30 (65) 

Citizenship and Immigration— ) 

205 203 (2) Aduninistration faked. ti. hate ea ee ee 180 175 (5) 

217 217 — Citizenship Bramel: soa... sen ore eee 188 182 (6) 
2,203 1,987 (216) imimicration: rancher aes art rer eer eer treet 1,910 1,726 (184) 
2,979 2,910 (69) IncdianvAtians Branch rn etanie steer eae eee 2,694 2,698 4 
5,604 5,317 (287) 4,972 4, 781 (191) 

Civil Service Commission— 

10 11 1 Commissioners and Stale ante ier cena eee 9 10 1 
132 121 (11) Executive Secretary (Administration and Personnel) 112 87 (25) 
480 530 50 @perations branche pepe esate rete enone 429 480 51 

99 89 (10) Advisory Services and Appeals Branch.............. 75 ie Z 

47 47 -- iPaysand: Standards: branches ate. eree eee 34 36 2 

45 43 (2) Pay ResearchyBureauseus..- ev cmuaceyee tee ee eee 41 44 
813 841 28 700 734 3h 

Defence Production— 

208 491 33 Administration and Offices Abroad.................. 414 452 8 

187 181 (6) Hinanciale Branchiay, -sse te. ee nee ere ee 175 166 (9) 

927 1,076 149 Production Branches and Regional Purchasing F ranch 877 952 75 

75 75 _ Emergency Supply Planning Branch................. 60 69 y 

1,647 1,823 176 1,526 1,639 118 
External Affairs— 
2,439 2,537 98 Exteriel A fairs wes... .6esGcae See on ee eee 2,278 2,358 BU 

i 1 4 1 Pistornal Aid: Offies i c-2.hc.y sta ceeceae ee "87 "98 ; 

= Internati i issi 
a Pee ep tional Soin Commissions eee eee ene ; oS r at 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


cee ca ues meccc enemas e=— 


Employees on Strength 


Employees authorized 


179 


Name of Department, Crown Corporation or eee 
March March Increase Other Instrumentality March March Increase 
1963 1964 (Decrease) 1963 1964 (Decrease) 
| aa 
DEPARTMENTS (Continued) 
Finance— 
301 328 27 MAgINisiration Awe i, Benn taltenkeinten col.’ 270 286 16 
Comptroller of the Treasury— 

147 155 8 PI GAG CARROTS oe inte. 5.2.) 5.5%. «ssid aed ML... 119 122 3 
352 385 33 Regioual Oficest i pv ies ees kee 320 341 21 
3,397 3,302 (95) Tisasuny Otiees rows. sacle teed hick. 3,144 2,980 (164) 
339 342 3 AUdiiServioes Branchysr.aticceeas Ls cuncacied i... 306 324 18 
161 150 (11) Cheque Adjustment Division...................... 135 126 (9) 

48 — (48) Central Disbursement Division...... 43 = (43) 

379 429 50 Central Services Branch........................... 329 384 55 

51 36 (15) Securities Deposit Division........................ 30 26 (4) 

281 321 40 Royal: CanadiantMint™ s2.00UN). oncohik lecele dM... 276 310 34 
204 204 oo Superannuation Branelivcacwiks i)..isosecalsce. 181 174 (7) 

32 35 3 Py seeks tn See eee ee aes en 28 32 4 

22 map — Guaranteed Loans Division......................... 19 19 — 

19 19 — Government Switchboard.............00000000...... 18 19 1 

3 4 1 Inspector General of Banks.......................... 3 4 1 
i — 10 10 Municipal Development and Loan Board.,..........__ — if a 
7,736 5,742 6 5,221 5,154 (67) 
| Fisheries— 

92 91 (1) IAAI EAB IONG CHOSE clin cle <5 ove vidhedi'e con slarovleoccoas 77 76 (1) 
180 181 Field Service Administration........................ 159 164 5 
| 721 736 15 Conservation and Development Services............. 710 716 6 
(331 328 (3) Inspection) Services s.\.s2.ahinaerit.iaew sew... 308 317 9 
| 224 - 224 — Miscellaneous Services............0c:0000-0eeeelsc..,, 192 196 4 
— 665 674 9 Wisheries: Research Boardiyelvieet sd. en dead... 608 655 47 
els 2,234 21 2,054 2,124 70 
| Forestry— 

192 192 — Adzoinistration Branch wewel>. .ciaseok. Lewin... 159 167 8 
476 476 — Forest Research Branch.,..c-liaest Akceelt...... 445 453 8 
| 646 646 _ Forest Entomology and Pathology Branch.......... 611 617 6 
204 204 — Forest Products Research Branch................... 175 187 12 
60 64 4 Maritime Marshland Rehabilitation Administration. 56 45 (11) 
= 14 14 Agriculture Rehabilitation and Development........ _ 11 11 
578 1,596 18 1, 446 1, 480 34 
(16 a7 1 Governor General and Lieutenant Governors........... 15 16 1 
— 142 eA. “Pa icastmy metre ty Ad Nis. Cass dedi, de elle = 125 125 

i 
112 112 — Insursnoe ss ned Bien ine aedy ncn, weeadenl 96 100 4 
Justice— 
348 3 Admainisirationjer Syencewteus Veneto ek. 304 314 10 
144 ~ National Pavole Board. .i.cctls ss: leo coe le es 105 111 6 
8,125 45 Ponitentitricaiian i ote: hark Tor decayed? sabhele 2,897 3, 062 165 
52 — eeane Marks: OMGe tiene tieeN ec: «ee beehe - 46 45 (1) 
402 39 Patentand. Copyright Office:wutets a. eden. 324 332 8 
4,071 8? 8,676 8, 864 188 
Labour— 
Departmental Administration and administration of 
769 89 VATIOUSYAC TS MeN ei Sad Os RE lead en 614 668 54 
11, 562 576 Unemployment Insurance Commission............... 10, 163 10, 693 530 
12,331 665 10,777 11,361 584 
Legislation— 
191 83 Semahe. ape hter Mi ccscbadeetees oodeerto)... 108 191 83 
945 23 House.of Commons raat bin we lth tb os ces 922 945 23 
61 (2) labrary of, Parliamenti 0k alt Riese aul ced cs. 58 59 1 
1,197 104 1,088 1,196 107 


180 AUDITOR GENERAL’S REPORT 


SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees authorized Employees on Strength 
Name of Department, Crown Corporation or L 
March March Increase Other Instrumentality March March Increase 
1963 1964 (Decrease) 1963 1964 (Decreasi 


DEPARTMENTS (Continued) 


Mines and Technical Surveys— 


213 214 1 AG inNistrablOny.s..ccs cece oer wre «eleteenls eters toestenaletels iocete 189 188 
Til 711 _ Surveys and Mapping Branch.........-.---+s+se+eee+ 646 652 
665 665 _— Mines, Branch. jac camcctoateet ite terete kre 600 601 
537 541 4 Marine Sciences Branch............0.+seeeeee creer 433 474 
413 413 — Geological Survey........--- ER ee ts Bens 382 392 
162 165 3 Dominion ObservatorieS..........0. 00 cect erence eens 141 146 
19 19 — Dominion Coali Board wes. xe cer ihre tert eo eteretats rere 17 17 
164 176 12 O11) eee oh Gahnn Sanaa noc ore Madson ocoemna 142 141 
2,884 2,904 20 2,550 2,611 
National Defence (Civilian Staffs)— 
679 685 6 Departmental Administration................+..055- 594 590 
1,420 1,420 — Inspection Servicer. e yn cue cite teers etre richer 1,264 1,193 
13,104 13,147 43 Royal Canadian Navy.....--. seee---e seers eee 12,174 11,776 (398) 
18,183 18,620 437 Canadian Army ..05. tema teeta a ere tera ereees 16, 506 16,432 4) 
16, 111 16, 216 105 Royal Canadian Air Force.......-........sse ese eee 15, 225 14,897 (328 
3,202 3, 243 41 Defence, Research Board:, trreciemon a ctete a rleta teteter ert 2,827 2,802 25 
62,099 53,831 632 48,690 47,690 (900 
68 69 if National Gallery of Canada........... 5.5 ae: 59 55 
National Health and Welfare—(Note 3) 
369 380 11 Departmental Administration............+-..+-..+-- 338 335 
518 540 22 Health Serviceses.ccceicscc.o.o Seine ere te ialneietateier tres 457 473 
3,109 3,124 15 Medical! ServiGes:)s ocicca,ct201- aeter acienn Sta e eeoess 2,755 2,748 
444 522 78 Food and Drug Servicesiwccr «veneers rte enaete tre 398 474 
896 810 (86) Welfare ServiCesi... «mccciec 4 oe emranie ae cee ieee 763 770 
5,836 5,376 40 eld 4, 800 


National Research Council, including the Medical 
Research Council— 


440 439 (1) Admingstration: ans. ctens ee ones eee ee ener sree 383 409 
5 6 1 Medical) Research "Council eseas.eeoee eee eres 5 6 
2,923 2,889 (34) Scientific and Engineering Divisions................. 2,776 2,723 
3, 368 3,334 (34) 3,164 3,138 
National Revenue—Customs and Excise— 
362 391 29 Senior Admimistrationatiuh.t ste seseenn Aalto 303 346 
382 249 (133) BAT PRBISELSE cores ees ote auenti oes te se oe eae oes eee een 230 233 
676 825 149 FGxGi8e: Pa xen conckce ic tclonnmiene te See ee ee 638 783 
62 62 _- Porb Administration as oie ocscesiack aa erie ee 59 59 
148 150 2 Customs Inspection and Investigation................ 145 147 
139 267 128 Checking, Refunds and Drawbacks.................. 258 262 
6,585 6,365 (220) IP OTGB sido acarsccioe Sato noe teat or oad te ne ee 5,893 5,855 
8,854 8, 809 (45) 7,626 7,685 
National Revenue—Taxation Division— 
607 591 (16) Head ‘Oee ooo... bkcsstaclg oes ena eter 481 500 
890 1,597 707 Data:Centre (Ottawa) tear ce eee ee eee 1,097 1,817 20 
6, 623 6,000 (623) District Offices... cv... inci eee ee ee 5,617 5,478 (13! 
22 22 — Taxt Appeal BOard. «nates tousterennnee coon ee 20 20 : 
8,142 8,210 68 7,215 7,816 
Northern Affairs and National Resources— 
204 213 9 ACIMINIStY ATION SING a. avec sell bole eee 174 192 
279 279 — Water’ Resources Branchin..-).--= hee eee eee 242 235 
National Parks Branch— 
56 56 — Pea ah e Sis ddtlsondasadnasahinetaa ke Oe ee 42 46 
peration and Maintenance of National Parks and 
2,476 2,489 13 Historic Sites and Monuments.................4- 2,431 2,056 


107 111 4 Canadian Wild Life Service pueates een eee 87 90 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—C ontinued 


Employees authorized 


March 


1963 


196 
419 
165 
586 
i 62 

4, 550 


1,091 
761 
659 
25, 544 
(28,055 
| 
106 
m1 
» 7 
113 
106 


March 


1964 


196 
445 
165 
586 
62 
4,602 


1,131 
860 
581 

25,909 
28, 481 


136 
185 
924 
423 


30 


159 
1,857 


1,842 


2,746 
3,943 
575 
160 
9, 266 


Increase 


(Decrease) 
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Name of Department, Crown Corporation or 
Other Instrumentality 


rere SE ee mE ee 
DEPARTMENTS (Continued) 


Northern Affairs and National Resources—Concluded 
Northern Administration Branch— 
Administration 


Bee 8 DA8ie) 6). 0, pica)ie) 9) Shel 0] 18:6 (B/61w) 6 efinllsya\e)'a)/6) Wy .4Te w/e. 6 


Privy Council— 
Priva oun cli@ fice) senesced eee OL 
Bureau of Government Organization................. 
Prime Ministers) Residencesan.c:eees. 0.80504... 
Emergency Measures Organization................... 
Civil Detencem@ollegormyin | itis eet Sect 
Heonomie? Council of Canadate..aecek. eackec. 
successor to 
INatLonatmeroductryity councils sae eae en ieee 


Public Archives and National Library— 
UDMCeATCHIVESS ct tases oe Re Ce a 


Public Printing and Stationery— 


Departmental Administration, Purchasing, etc....... 
Printing Production—Main plant.................... 
Outside Printing Production Branch................. 


Re-organized during 1963 as follows— 


Canadian Government Printing Bureau—(Directorate of 
Printing of the Department of Defence Produc- 
tion) 

Departmental Administration.)..:......-........... 
Purchasing Stationery and Stores.................... 
Printing Production—Main Plant..................... 
Outside Printing Production Branch................. 


Queen’s Publisher—Publications Branch— 
Departmental Administration...................-... 
Distribution of official documents including print 

PLOCULEIMICN Gn acm raat ven mtastare ee crete hee Ate, te ee 


Public Works— 
GeneraleAd ministration. ace © ae eed soe eee ee 
Maintenance and Operation of Public Buildings and 
Grounds— 


Harbours and Rivers Engineering Services........... 
Development Engineering Services.................. 


Employees on Strength 
ee eS oe Rae ae 


March 
1963 


25,191 
27, 584 


96 
4 
6 

93 

93 


14 
306 


131 
49 
180 


440 
838 
410 


1,688 


1, 647 


2,541 
3, 607 
505 
143 
8, 443 


March 
1964 


124 
172 
782 
407 


28 


139 
1,652 


1,620 


2,527 
3,515 
443 
139 
8, 244 


Increase 
(Decrease) 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—C ontinued 


Employees authorized ' Employees on Strength 
Name of Department, Crown Corporation or 


March March Increase Other Instrumentality March March Increase 
1963 1964 (Decrease) 1963 1964 (Decrease) 
DEPARTMENTS (Concluded) 
Royal Canadian Mounted Police— 

650 649 (1) Headquarters.........-..ecec seer cree tect es settee 570 561 

1,012 1,009 (3) Land, Air and Training Divisions.............-.+.+-- 954 963 
13 13 — Marine: ServiGes: 2.05. oe medinerssae ois a erete ease hoccree 12 13 
1,675 1,671 (4) 1,536 1,637 
Secretary of State— 
63 63 — Departmental Administration. .........--..+s.-seee: 51 60 
33 33 — Companies and Corporations Branch...........-..--- 25 25 
322 360 38 Bureau tOreLranelatiouss. sence mn tare cse ceeds rte 295 314 
124 137 13 National Museum cs... 22am as deere ret etetaeresy corer 89 104 
— 18 18 Office of the Representation Commissioner.......... _ 15 
a 8 1 Atlantic Development Board..............+-+++++++- 3 8 
549 619 70 468 526 
Trade and Commerce— 

616 521 (95) Departmental Administration..............+-..+++5- 550 477 

624 624 — Trade Commissioner SCLVICC assem sees nrele tte ee etal tery 573 623 

429 446 17 Grandardseibraneh. cranes sac cern temerte ier omer eretetor: 426 444 

52 52 _- Exhibitions, Braneh qomwese crise tecree certs terete eters 49 46 

108 172 64 Canadian Government Travel Bureau................ 96 174 

Canadian Participation in the Universal and Inter- 
— 12 12 national Exhibition, Montreal, 1967................ — 3 
2,304 2,428 124 Dominion bureatolstatisticss seria rr rencrcr 2,118 2,230 
73 73 _ National Hnerc yal Oard scram eit teer ttle setter 61 61 
4,206 4,328 122 3,873 4,058 
Transport— 
668 682 14 Departmental Administration...............-.-+205- 596 596 
Marine Services— 
2,483 2,428 (5) Marine Administration and Marine Works......... 2,180 2,109 
2,009 2,075 66 Marine @perations me teeeie eee ee ee) ere 1,792 1,869 
496 498 2 Marine) Rieculationss sasecaeletieiicer iinet eerie nest 375 387 
Air Services— 

490 490 — UNohaawiivicine into ilemeaeaee pee a oman ace coco cane on Boo en 422 420 
1,674 1,679 ti) Control of Civil Aviation and Air Traffic Control. . 1,507 1,514 
2,604 2,655 51 Airports and Property Management................ Pa WA 2,170 

699 719 20 Constructionv Branch nee eo eee eee 625 625 
Pavel 2,585 8 Telecommunications and Electronics Branch....... 2,021 2,359 
23000 2,397 20 Meteorological brane neni weaccie sites cn er raer 1,958 1,992 

494 494 _ RadiosReculationsesyaereerie tae e oer 437 433 

90 90 — Aire Transport: Board ans sc seeiee ctieee eeeerercterers 85 84 

178 178 — Board of Transport Commissioners............+.+++: 166 167 

26 26 — Canadian Maritime Commission..............+.-+-+-- 26 26 

16,816 16.996 181 14,611 14,7651 

Veterans Affairs— 

1,321 1,319 (2) Departmental and District Administration.......... 1,192 1,143 

12,084 12,078 (6) Veterans’ Treatment and Welfare Services, etc....... 11, 377 11,358 

380 380 — Canadian Renston Commission sneiee aeeeeecr: Shy 338 

797 790 (7) Veterans’ Land Act Administration.................- 663 657 

14, 682 14, 667 (16) 18,584 13, 496 

210,722 | 213,410 2, 688 Motalyy Departments. q ses eee eer 193,601 | 194,911 
CROWN CORPORATIONS (Notes 1 and 2) 

v Atomic Energy of Canada Limited— 

: =~ ; se (4) Head Office and Chalk River Administration........ 456 453 

, , 28 Nuclear Laboratories mara. eee eee eee 1,795 1,784 

361 67 Commercial Products Division. eee eee 281 351 

He At 172 Whiteshell Nuclear Research Establishment......... 51 181 

s (7) Power) Projects acsssaro nh rn en ee ee eee 210 227 
8, 006 , ae sae Temporary—Construction Workers, Nurses, etc...... 69 109 
i 2,862 8,105 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SER VICE—C ontinued 


Employees authorized Employees on Strength 
Name of Department, Crown Corporation or eS 
March March Increase Other Instrumentality March March Increase 
1963 1964 (Decrease) 1963 1964 (Decrease) 
CROWN CORPORATIONS (Continued) 
Canadian Arsenals Limited— 
eng Oflicemmarnet lscnaety Ian. guttly fetch)... 86 76 (10) 
RA EMO Fie ton ash he 200, ORE ay enbege hake 516 388 (128) 
EDI Os OPV ISIOR i: s2itcs-03.2 RE a ead 430 274 (156) 
Dominion Arsenals Division......................... 388 363 (25) 
Rec gl Gal Bg Ca a2 ol pee a 300 221 (79) 
Instruments and Electronics Division................ 274 160 (114) 
| Gun Ammunition Division........................... 96 — (96) 
2,090 1, 482 (608) 2,090 1,482 (608) 
Canadian Broadcasting Corporation— 

539 558 19 HealeO mice fewest, beeen ae haoask 488 500 12 
288 805 17 National Ingineering, |. <3. tesa wanes? | 294 277 (17) 
6,818 7,104 286 RegiouaiOhicews) Vth aeuiees. oe ede 6, 724 6,907 183 
) 26 15 (11) Moree wi Mees rte fl cac oy Acs Gs rind SR. 23 15 (8) 
m 66 (83 ve Northern and Armed Forces Services......... WAM st 87 81 (6) 
— 155 164 9 Intemational Service .e.isi ic’ 14 010 ee GakBOX. . 154 159 5 
7,892 8,219 327 7,770 7,939 169 
| Canadian Corporation for the 1967 World Exhibition— 
| 10 11 1 BROCGLIVO AT Sic iet te oe Ga an ee 5 11 6 
-_ 3 24 21 Recrerarint. ccc): sheets Lavan’) doanedanit 1 23 22 
» 20 69 49 Finance and Administration......................... 3 68 65 
15 167 152 dastallatioust Oh Rhus eliva® seeopneS. nclmeall. — 125 125 
628 75 47 Peaiiors meeteainal!  ganrathtek, wwseubara f.. 4 — 59 59 
im 3. 63 60 CODECS IONS ree fet ce i OR MURALI Avbin s — 26 26 
| 79 409 330 9 812 803 
{ 
| 86 87 if Canadian Commercial Corporation.................... 86 87 if 
| Canadian National Railways—(Note 4) 

GORE IAL aero otc Nee el) ies 19,155 10, 996 
| Road Mamtonance., . i. aedteve te camceaD. .. 15,160 16,564 
Equipment Maintenance..............0..6cse.0-..... 16,542 17,843 
pransponta toner sets. .7 ai ccucnrys Se eee a 26, 066 32,812 
CD EDORMONDOIA BION io crcy hoes hoc aaa vncbke. 12,385 11,118 
|, 808 89, 333 25 89, 308 89, 333 25 
(Note 5) 
é Canadian Overseas Telecommunication Corporation— 
| PACHENINIS tea tL OMe ee + mee en Kea en ce Tet ON ees hi 79 87 8 
Headi@fiice Hngineering- 4.03). 466.) 2 28 38 10 
trafic Representatives sak sae eee 11 11 — 
i ODETAUIN GE eee eet er ahe  oeca erence: Meret eee ere ae 331 398 67 
449 534 85 449 534 85 
4 4 — Canadian Patents and Development Limited.......... 4 4 — 
30 50 20 @entennialiCommission see. see ee ee ee 6 46 40 
Central Mortgage and Housing Corporation— 
CRU tis ce EEO tee aap ek eR 1, 953 1,992 39 
i Wontract and. casuale. 41.445 Pe 67 84 17 
020 2,076 56 2,020 2,076 56 
. 99 97 (2) | Crown Assets Disposal Corporation.................... 99 97 (2) 
Defence Construction (1951) Limited— 
EXCMINIS UTE LON SEE eee hen eeene et eae tee eee eee 144 121 (23) 
EN @ineens eee cere ee eek, Meet ee tee he A Hie a te he | 74 58 (16) 

| Mechni calretinin eam heehee 79 67 (12) 

297 246 (61) 297 246 (51) 

27 33 6 Hildorado Avaation limited .2495. 002080 sees en cee Dif 33 6 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees authorized Employees on Strength 


Name of Department, Crown Corporation or 
March March Increase Other Instrumentality March March Increase 


1963 1964 (Decrease) 1963 1964 (Decrease) 
oh er ee Gr sso, ae 
CROWN CORPORATIONS (Continued) 
Eldorado Mining and Refining Limited— 
Head Office and General Administration............ 41 42 1 
Beaverlodge Division.........-++++e+sseeer esc e reese 547 520 (27) 
Refinery and Sales.........+--++eeeees sense crete ees 194 142 (52) 
Research and Development...........+-+++-+eeeeeees 51 63 12 
833 767 (66) 833 767 (66) 
58 61 3 Export Credits Insurance Corporation.........++++++++- 58 61 3i 
Farm Credit Corporation— 
3 3 _ Executive Officers: cccices mace telat ire aecmie rr cetera 2 3 1 
14 14 — Branch Managers and Assistant Branch Managers.... 14 14 — 
36 37 1 Toaning Officers. . le... cosas teeter 29 ; 34 5 
Administrative, Accounting, Legal and Securities 
34 37 3 CVPR COPS. ncccvatsrssloreie :otereisns ie jiaidus col SeR eet rere teen aes 30 33 3a 
203 211 8 Tue cy eee en a epee te no Sen Rao Ota Gown ost 186 195 g 
229 234 5 (Oyiatcemont:) DO MA Seen Coproroncaagancbos hp USe 207 219 12 
519 536 17 468 498 30 
23 22 (1) | The National Battlefields Commission..........-...-. 22 22, 
National Capital Commission— 
26 28 2 Administrative, Accounting, etc..............0e0es 22 26 7 
37 42 bis Planning, Property Acquisition and Management..... 35 34 (1) 
Landscape Architecture, Engineering, Construction 
66 59 (7) and Maintenance, 6tCs.5 4.2... .oos) eee eee 57 55 3) 
514 515 1 Prevailing rate—permanent and seasonal............. 297 Part (20) 
125 146 21 Construction employees for specific works............ 125 146 21 
768 790 22 536 538 a 
National Harbours Board— 
Head) OF Cen seep ircdocsis chia tetera ricer er one 52 57 5 
Harbours and Elevators 
Salaried cdvcscs. cise crag OU a eee 804 836 32 
Prevailing rate :cucs/as.o+ st dea ee 1,473 1,392 (1) 
2,829 2,285 (44) 2,329 2,285 (44) 
Northern Canada Power Commission— 
Headvand Rerional/ Ofiices 14.57. ee eee 37 39 
Field: Locations senqhote ne eee eee 147 170 2 
184 209 25 184 209 6 
38 37 (1) Northern Transportation Company Limited........... 38 37 (1) 
Polymer Corporation Limited and Subsidiary Com- 
1,204 | 1,336 acs 
132 Salaried:.4.:4) 4 ee eee 1,152 1,298 1 
1,916 2,042 126 Hourly rate: ckais ce. soon atee See eet eee 1,894 2,042 148 
8,120 3,378 258 3,046 3,340 
The St. Lawrence Seaway Authority— ‘ 
Administrative and Engineering...................-. 257 275 18 
Operations sc cate se nce eee Sa ee 669 650 9 
Maiti tenance: ah hansettec oe te cee ete eee ee 476 485 9 
19 18 (1) | The Seaway International Bridge Corporation Limited 19 18 () 


Employees authorized 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—C oncluded 


Employees on Strength 
Name of Department, Crown Corporation or 


March March Increase Other Instrumentality March March Increase 
1963 1964 (Decrease) 1963 1964 (Decrease) 
a ag ae NITE AS EE 


CROWN CORPORATIONS (Concluded) 


Trans-Canada Air Lines— 
Operations Department 


PORE DOIROMOGN. Cele diint dh ato es fe 1,445 1, 254 (191) 

URNS Eme Kone Fe oth ha okt je eS 6, 084 6, 180 96 
Noles epareMent o ccecoii.s coos oki hs os coer ccc 2,733 2,638 (95) 
Purchases and Stores Department................... 576 556 (20) 

Finance Department reccsswe ice crivort ceceiee coved, 465 474 9 

| NEE ae ry ae ieee a ne ra 310 321 11 
1,613 11, 428 (190) 11,613 11,423 (190) 
}, 293 126,808 515 Total, Crown Corporations...................... 125,575 125, 902 327 


OTHER INSTRUMENTALITIES (Notes 1 and 2) 


064 1,080 BOS Pesan LC AURAA rit od ttt Wa eaten ieee es 1,064 1,080 16 
33 34 1 pone CasadanCounellssaa2. fo fs2 ee wee el 33 34 1 
| 582 614 32 The Canadian Wheat Board........................... 582 614 32 
16 10 SS I WE DONC URE Gd LAr file cahcadhsnesssdisrrosca vwnracdthab RAMEN ae JA 16 10 (6) 
491 499 8 Industrial Development Bank......................... 491 499 8 
806 864 58 National Uilmioardss ) ple ho. .ck alice he 736 780 44 
992 3,101 109 Total, Other Instrumentalities.................. 2,922 8,017 95 
a Torat, Drpartments, Crown Corporations AND 

007 343,319 3,312 OTHER INSTRUMENTALITIES.......................... 322,098 323,830 disc 
“ES: 

1) The figures appearing in these listings are based on the information provided by the various departments, Crown corpo- 


| 
| 
| 
| 


rations and other instrumentalities. They include the numbers of seasonal, part-time and casual employees actually on 
strength at March 31, 1963 and March 31, 1964. For purposes of comparison these have been included in the figures shown 
for ‘‘Employees authorized’’, 


Where no establishments have been authorized by the executive boards of certain Crown corporations or other instru- 
mentalities, the totals of the actual strength figures have been shown in the “Employees authorized”’ columns for pur- 
poses of comparison. 


The casual employees of the Department of National Health and Welfare in the regional offices are controlled on a 
budgetary basis and the Department was unable to give the actual number of casual employees on strength at March 31. 


Effective January 1, 1963 a new method of counting employees was implemented in Canadian National Railways. The 
average level of employment is derived from the sum of the total number of employees who work seven days or more in 
the first semi-monthly pay period and the total number of employees who work seven days or more in the second semi- 
monthly pay period divided by two, plus all employees paid once a month. Prior to 1963 the count was based on the num- 
ber of employees who received pay cheques at the middle of the month. 


Effective January 1, 1964 a revised “Canadian Classification of Railway Employees’’ was implemented. Because of 
changes in the composition of the major employee groups, comparisons between 1963 and 1964 are valid only when 
made between total numbers of employees and not between specific employee groups. 
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APPENDIX 4 


SUMMARY OF EXPENDITURE BY STANDARD OBJECTS 
FOR THE FISCAL YEAR ENDED MARCH 31, 1964 


(with comparable figures for the preceding fiscal year) 


(in millions of dollars) 


Increase or 
1963-64 1962-63 decrease (— 


Crvil’salariesand wAgeSic sco: cee <r ooorilein see amici epwiel sien im cia ie cis eke ayers $ 908.3 $ 864.4 $ 43.9 
Givilian allo wanGes deseo kl ne hee lees ieee ne arene cle eosd> Rpt esata xa oken ren teenage ee 17.9 16.1 1.8 
Pay and allowances, defence forces and Royal Canadian Mounted Police.......... 613.0 583.9 29.1 
Professional and special servicesS............ 06sec ener reer ete e een ete nes 97.0 91.1 5.9 
Travelling and removal expenses... ......0. 020s cece ete eee teen n eee eens 63.1 63.3 -. 
Freight, express and Cartage... 00... 0.2 e reese ee cee ce en eee nis we ace einai 10.9 iti Feat — 
oye ee Oo RE one Merona Oncor cae ction cee Miac csc Totii dw arromorade 5.9 6.3 — 4 
Telephone, telegrams and other communication services........-..+-.++++++eeeee 36.2 29.3 6.9 
Publication of departmental reports and other material................+-++-4++5- Oil 9.0 aa 
Exhibits, advertising, films, broadcasting and displays................-+++-+.+-- 14.1 13.2 9 
Office stationery, supplies, equipment and furnishings..............-..-.++.+-5555 27.0 Zonk 3.9 
Afaterinls-and: Supplies: ¢ gece asec + «Ls emime a aeste ave te cesaeiee eerctab fect aries ei aro 179.8 180.2 — 4 
Buildings and works, including land— 

Constructionlor acquisibionlo1..jaccescih eerie ian eine seater serene eee 210.4 289.3 —78.9 

Repairs andsupkeep te 22 <i 240 ste wien ok aoa. oa cote oe epee erate oho cere ars 62.1 5222 9.9 

dee eee See ee ee Re init orcas nomen A ena Om uIb wad dpc 17.2 ie 0 
Equipment— 

Construchionlon acGQuisivionier ss ec sere ere erat oi araaaierere ie eter era 300.3 285.6 14.7 

Repairsand up keepye a. ncctee dec em nome ae ero a eee cieer en Ria 161.3 143.9 17.4 

Weenies ager ea Aree DE ee eI acre eta. Gio nen Ae Olerob.cmO Pannen d Googe 6.4 6.6 — 
Municipalior pubblicnubilityvasernvices. sumer ten ace see ce ae eet errs 70.3 64.3 6.0 
Contributions, grants, subsidies, etc., not included elsewhere...................-- 860.6 814.9 45.7 
Pensions superannuation and other benetitsneseer este tece crn eee 226.1 142.6 83.5 
All other expenditures (other than special categories).............00.0e cece ee eee 144.9 154.2 —i9 
MemeseNets Gialcqayel SIUVONGLS or NOWOH Anes Ooe daconnenooraecenoadabomeckguodseeseunganooe 993.7 917.8 75.9 
Subsidies and special payments to the provinces..............ceeee eee eee eee eee 254.3 275.3 —21.( 
IDE Kear RPC Monee ere eM aNS Ai Moga canoM armed oop Amedocmombocuecnobecbocuoenvodecec 538.3 531.6 6.7 
Old age assistance, blind persons and disabled persons allowances and unemploy- 

MIONtFASSISLANCE S755 ama ony Seer duit hice sth Be ate eee eee eee 171.8 159.2 12.6 
Voterata disability pensions .eb0..cc.s ase ncaa dares) od aetna aes eee T7502 176.0 2.8 
Other payments: to veterans and.dependents.... .o..5 050-61 sehis seers ne aeons 94.3 93.1 i 
Government’s contribution to the Unemployment Insurance Fund................ 59.3 57.3 
Hospital msuranceand generalhealth grants...0. ccna tee tema eee 445.2 387.0 
Wrang-Canadashighiwa va comin butions asietsiae hea: taetae eters ea ena ene rien ae aa 39.2 29.2 | 
Movementionmailibyland air andswaterncni teeta eee eee on eee 65.5 63.3 2.2 
Deficits—Government-owned enterprises......-...---.--ceccecccecccecccenccence 55.2 64.2 —9.0 

$6, 932.5 $6, 615.8 $316.7 
beesatixponditure recovered «foc. sche. aumen rok Meta eae ee ee ee eee 60.1 45.5 4 
Pet arobal expend Ute. nic, on057, 0c. euacel oniechac OR a oe ee $6, 872.4 $6,570.3 $302.1 


) EXHIBITS 
| (as published in the Public Accounts) 


f 
| 


atement of Expenditure and Revenue for the Fiscal Year ended March 31, 1964 .. Exhibit 1 


atement of Assets and Liabilities as at March Bi LOO 4a reacts 12 hao Exhibit 2 


mmary of Appropriations, Expenditures and Unexpended Balances by Depart- 
| ments for the Fiscal Year ended March 31, 1964 ..............-.-c0000-05. Exhibit 3 


mmary of Revenue by Main Classifications and Departments for the Fiscal Year 
Brcom tect ame OG 4 oer coe eee ee ee eet A nh Exhibit 4 


AUDITOR GENERAL’S REPORT 


188 
THE GOVERNMENT 
STATEMENT OF EXPENDITURE AND REVENUE FOR > 
(with comparative figures for — 
EXPENDITURE 
Fiscal year ended | 
March 31, 1964 March 381, 1963 
Rpribialbtie ec 2h chek 8 lone he ce renee tes ee ier eae a $ 225,681,474 $ 183,426,730 
AtlantiesDevelonment MOaECt eek uace ts Sara sien k hd vee) on avn mmn es ene Mi am a e 196, 331 5,033 
Actcienie TOROR Oy sie cone vleea ee n tie sc Wate Nie ete ane ata te aie Tea 45,955, 220 63,205,370 
Andie General s| OfiCe ad sces ess Orcess arial © waist mca tonigiay wait ns eee 1, 258,359 1,218,834 — 
Board of Broadcast Governors: .< pci -2n eer be nehle mete it olen Aes aan 341,849 353, 918 | 
Ganadian Proadeasting Corporation. .c.i; <2: 2ho5 = ex oc ries et eh ee «ieee eet 87,575, 697 80,815,947 © 
Central Mortgage and Housing Corporation cic. seer sri e-griecnettie telesales eta er eae 13,469, 874 8, 654, 465 | 
Cities of the Civef Kleetoral OtiCer << gace- mas cnt xt 0 ia eerie Ss ere een 11,875,892 11,815,352 
Citizenship and Lmimigration. <5 4... sac Vereen ee Sh er pode = = oe Sar ten ena a 71,545,372 66,114,804 | 
Gieoil. Souvice Comission, cee... diner sine snes one nieres orem Re met Sede ere Soria ae 5, 224,776 4,792,379 
Petance Productions: soci oc cc csi Seerr aa ses wn cheer oh cpareertelelee eter sian 1 hea ks ee eg aa 41,564, 748 30, 918, 846 | 
Bconoiuie Council of Canaday.s -w.etis genesis es Un ae eae guages oo eestor 164, 824 | 
Emergency Measures Organization: a... kediem. ies tals Oe elder ere tie acreage ee ae 6,942,249 6,369, 909 
Leepertial WAG aiis. co nrc ao an aay Goons + See nei a stele mine  Mim er Sime peti naa ea asa 97, 022, 596 85,196, 665 
Finance— | 
PU lie COU OR ARES tel ek face. Kee awies kre og Ge atin ee raged disarm oemaegnetatcicee oar 993,729,375 917,787, 239 | 
Fiscal, tax-sharing, subsidy and other payments TOMDrOVINCES «An ace ote eee 254, 330, 006 275,302,387 
Geher exponditure.. ccc. se ce wenn eu sour oHepinceatcnameiice + pee Wi nities /ele over eect 158,375,231 161,690,212 
1,406, 434.612 1,854,779, 888 
TESS TS ier nna bee dca obtieeen Ha a acueauDe ce Jamon nocaermacaralaeKee cnuesrad63 3 23,716,314 23, 292,700 | 
je er ec egy NE et ee ree ee cn tt ee emer eS iy any 41,815, 947 31,840,094 
Governor General and Lieutenant-Governors....... 0.0.05. s eee erent eee teeter eens 524, 159 467, 638 
Endisteyere ee eck Pe bee ed te Sek aah Uae aad en Bi dh eytenc Meas atemer ents smerny te Aur ean ere 696, 257 433, 689 
TERE eos ence onto tis deb Ava cmanene sBenaumSouaue age ctsdonse Oph cmasacoenon O50. c 1,435,005 1,422,120 
Fier ann bboy aL RO een hoc oe cmon urmtno ni ADonnu adn enn ct ate ancm o tees ge 40,995,992 37,020,572 | 
TAB Our. co. cenit, ho aha eich OS Ee os feet ote ce Meee Bt geri NC ieee eres 280, 383, 807 348,291,775 
Vewislationtys tt nie incites seem naire wnat ele meueities Saat ngs chee ae ae cla 12, 923,599 , 108, 068 
Wines and Mechnical Surveys cr orc woe he sere w ciate soper «tele pis einenalm eh ure eyaeyetade «fenton atneta eerie 67, 759, 325 71,130,401 | 
National Defence— 
Royal Canadian Navy oc. .-.-g-.00s2 1a sens 10s frectgaennes suse na kas ochre ns wabaan teas 297,972,475 269, 438, 503 - 
@anadian Ammiy-c... ieee otis de stant cian a debe startin Se Ltnn emits Nee terms 452,665,501 443,163,371 
Royal Canadian Air BOree. 3... 660 csi wien wa ras cinies bosla ovale erg wns 5 alnrtee penta ean ie mera 700, 847,349 713, 884, 440 
Wetenceresearch and development.<¢.:.1.2 4-6 saota-% dele eles doteechomtate tee atests stele) -tonieket 46, 053, 342 41,089, 007 
Obher Sxpendeeure oe oy tele o eS celed o's 0 do lens Eph eiede e aipta gene el un ca aha ea fee ets 185, 932,336 103,468, 758 
1,683, 471,003 1,671,044,079 
Notional Milmipb oad viens occa circals <Gicet setetonten cts eds) tuae erecta aledp sien ara eek core earn 5,743,931 5,610, 630 
INCRE IE EI hater Oe ee Ge DU Menene aboer eee oncin ands Mascon eca too 966 1,067, 949 987,271 
National Health and Welfare— 
Family allowamncesiinivs.ic:.) icin adi dee ees Cesky Geena one sale eeaal ani meena 538, 312, 223 531,566,349 
Otherierpenditurekan May tr eicihiceie rere ste eine to ote a tess ieee oa 665, 542,374 590, 881, 908 
1,203,854, 597 1,122, 448, 257 | 
National Research Council, including the Medical Research Council..................0005: 47,259,773 40,596,727 
TRIER TTC eee tT Ren) i ene ne i HD OP NY AAR Ste aa ten ctui hae care Wa ON" 82,995,521 78,725,211 
Northern Affairs and National Resources.......----12--ee sees e scene neces ee eee nsec eran. 77,334,019 86,377, 092 
Post Office. Casa eiR nn Pe wats rire Wa nit] 4 Aca ase eS sil atgin Bast mwa lw ale lied ea ace ene a 206, 894, 516 189,344,410 
[esa hate Dta\ib Lol laecearsta ale Ry desalted eee ete eee Oh eae ec our SAE Maria Tei 8 certo Carole natn 2,929,115 2,131,902) 
PaoblierArchives ands Nationalebn braryice cacy sree or areterenteeo st eareieanee tele eke ile RSS tet Geto er eahe erettate 1,112,723 1,035,471 
Public Printing and Stationery....-.. 604.020. hseevnas verte ee sus owes viva welt ne Ramee Gana 2° 147,045 2,038, 633 
Public Works............ RMT Ae ae RU en eure Minna: AIA Meet uA t se Nig 5 167,000,704 162, 730, 246 
Office of theakenprescntation Commissioner... ccic< emus onic erences eu gente cker-ateit cr eI ee ene 6 
Royal Canadian Mounted mol Cem araaarias stele raietars aleietatery rata alvais eeetort niet 66,899,479 65, 424, 359 
Seite Sie Re eo eu, he 7,568, 044 4,782, 903 
ek dler aia) Commerce Aiea, Had +c a ASO in «LEK Sede, pe eee ee 73,584,061 65,767, 556 
ABest NOrC eet esi Bite me ae eee re Mee ee Ee ear Seti Sa nonin 66s 423,257,874 416,019, 472 
Veterans Affairs— 
Se: ie pigs sip ecg Sekt Septet Senet ae aa 173, 164,513 175,901,737 
MOT SRO CLEUIT Sr te ee ecencye sea tear cree terete ra seie aod a Pree tac EO aa eo os COE Tito oR Me ape ote Pee eee 160, 575,368 159, 700, 712 
338,739, 881 335, 602, 449 
Mopalvexpen cities once acuta eee erecta a eee 6,872, 401,519 6,570, 341, 805 
RUG Se Cary COE Gili ye errs tice al teas oto mek Shaw crane hers hAe Sae ae e —619, 197, 480 —691, 632,927 


6, 253, 204, 039 5,878, 708, 878 


HR, BAULS, 


Comptroller of the Treasury. 


Seo 


R. B. BRYCE, 
Deputy Minister of Finance 
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EXHIBIT 1 


OF CANADA 


THE FISCAL YEAR ENDED MARCH 31, 1964 
the preceding fiscal year) 


REVENUE 
Fiscal year ended 
March 31, 1964 March 31, 1963 
Tax revenues— 
| Income tax— 
Personal) Sth Licance Sonos Aion ORO O0 OER CREEP I eee ed Tae te $1, 865,073,635 $1, 744, 626,029 
Gorporation( Ome te Meee... ANON Ee Pee en cccscena cberainnn..l ll. 1,258, 957,490 1, 182,836,979 
On-dividenda#interest, ete.,going abroad s:<scec: 0 oe cice ees oc ec cec chen... 124, 499, 621 129) 137,302 
| Excise taxes— 
| BE LOR me HOM PRT. eds bic tncsfaaicinns!S rcs tlase wi aunt aio; SPREE « Secu teh Merron. Laces 946, 054, 797 805,970,471 
DeRor oe eee eee, LT OMe RS Gee owed... a... 273,415, 444 260,378,073 
Wistomsamport duties sek aaa a. jee dene vais Aerated ety. Mays ct damn od. gk Wer ope 581,441,461 644, 992,131 
ee NEI OE tr ft UM Nhe sy) SN A csv oars hadles LuBonteh..c cs. 393, 326, 182 381, 865, 989 
Be Gt ae ORO oro NA EPO BE ioe acs cciesiocunccsu co BE ogee PA ete 90,671,283 87,143,312 
et erePESROO Wer en SAECO ie cA MN PRE os... se aces, 91,869 27,028 
5,633, 531,782 5, 236, 977, 884 
_Non-tax revenues— 
BER OCR RINGING Scene oe Pah dies cc ec big hc oe OR AE te Mote ead cane 366, 412, 592 311, 860,829 
Pret ORICE-— Gt po nha MraN Ones 6c NUN) WO DEY lcs castes ce veh banka... 200,717,142 192,771,815 
Presod sO! Hioviods. VOaEN @xpendibure.. 56. chained icici es ccoe esis css..s. 26, 839, 307 22,392,490 
Perec’ s HiinehVaee dows Nant ete euins te Galeotti. fic... heb hevloratontl Silo « cM idol such, isanesmnct 51,321,056 46,185,576 
| pe I ona MNs MAME et bo Ie Meio clk or bt beac ence ce tidecus, EM 28,444, 672 26,531,005 
| Bee PLC een, MiConces mNGipermn ibs nae wi..ti), oir MARC. Wiel... sc.0c... cc... 27,172,568 25,008, 212 
eon aa Coinage EL MOE Bo. CON BO Wet SW bluebymatn. Gari sinloomiees, cmecnn” 9,717,080 9,404, 342 
Bee PUM, AIRCOUNE ANU EXCHANGED 66h. cosines cuc nen ees sdecscsaces cuss... ne... 232, 234 
| Ber ree tance eee te E:T RAE PON Be x scccasioducns au aocadcontihiibe boaston, 8,815, 606 Ve Sliae2d 
719,672, 257 641,731, 494 
| Excluding tax credited to the old age security fund— 
| 1963-64 1962-63 
| Personal income tax.0........ 20h 302,600,000 273,650,000 
| Corporation income tax............... 115, 750,000 115, 250, 000 
Sal esitacee ks. MEM ne ne WIE him od: 331, 760, 067 302, 238, 927 
Includes duties levied under the Dominion Succession Duty Act. 
j 
\ 
| 
| 
| 
| 
EES ED Set Re atone riGal & Dilla hy. 2h eames emma 6, 253,204,039 5, 878, 708, 878 


Auditor General's Certificate 


The above Statement has been examined in accordance with the provisions of the Financial Administration Act. I have 
»btained all the information and explanations I have required and, subject to the comments in my report to the House of 
Sommons, I certify that the Statement is in agreement with the accounts maintained by the Department of Finance and that, 
N my opinion, it exhibits a correct view of the expenditures and revenues of Canada for the year ended March 31, 1964. 


A. M. HENDERSON, 
Auditor General. 
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| 
THE GOVERNMENT — 
STATEMENT OF ASSETS AND — 
4 
(with comparative figures _ 
ASSETS | 
Net increase | 
or decrease (—) _ 
March 31, 1964 March 31, 1963 during 1963-64 
—— ee ee 1 
1. Current assets— | 
(a) Cash, schedule A...........-.200sseseetenst tesa eet tss ee 984, 642,872 $ 511, 347, 154 473,295,718 
(b) Departmental working capital advances and revolving | 
funds, schedule B....2-5- 2-50: + ese ueeee eee tee ee 168, 806, 488 243, 267,010 —74, 460, 522 
(c) Securities held for the securities investment account at | 
ATMOTLIZEGICOSbr ete three ise stele apete Yate are efetelatensiepoteierexezetore/ iol 99, 859, 788 33, 480, 163 66,379,625 
(d) Other current assets, Panter (Ginn antl Noe aanadaa es so Goce A 33, 753, 992 32,316, 719 1, 437, 273 
1, 287, 063, 140 820, 411,046 466,652,094 — | 
2. Advances to the exchange fund account—(value of investments | 
from advances on basis of official parity rate March 31, | 
1964, $2,631,200,188; closing exchange rate March 31, 1963, : 
VDRO), can ooduanehenans 200 hoonorb so bosO00u0 conan 2,601,000, 000 2,736 , 000, 000 —135,000,000 — 
3. Sinking fund and other investments held for retirement of 
unmatured debt, schedule D.............. cece eee e tenes 22,311,845 —22,311,845 | 
4. Loans to, and investments in, Crown corporations, schedule E. 4,584,194, 507 4,468, 119, 368 116,075, 189 
5. Loans to national governments, schedule F................+--- 1,195,684, 799 1,210,776, 466 —15,091,667 | 
6. Other loans and investments, schedule G | 
(a) Subscriptions to capital of, and working capital advances | 
and loans to, international organizations................+-- 702,130,003 693 , 997, 679 8,132,324 — 
(b) Loans to provincial governments...........--+++-+- se ae ees 113, 651, 578 116,817, 626 —3, 166, 048 | 
(c) Veterans land act advances (less reserve for conditional . 
Ones) sn uc has rnp ene oes. edge ae 216,970,307 196,018, 731 20,951,576 
(@) eMiiscellancousay. eecee eset as el caee eners ereiereeac 165,064, 212 103 , 820,343 61, 243, 869 
1,197,816, 100 1,110,654, 379 87, 161,721 
(eu Securities heldunitrustyscheaule Haws saca aoe rier ceneeete 38, 881,823 26,016, 108 12,865, 720 
8. Deferred charges— 
(a) Unamortized portions of actuarial deficiencies— 
Canadian forces superannuation account............... 524,849,000 —524,849,000 — 
Public service superannuation account................. 276, 661,000 276, 661,000 
Royal Canadian Mounted Police superannuation account 3, 533, 000 —3,533,000 — 
(b) Unamortized loan flotation costs, appendix No. 7.......... 123, 699, 586 131, 601,094 —7,901, 508 
400, 360, 586 936,644,094 — $36, 283,608 
OSE SUSPENSSACCOUNtS) BCHEC ULO Ms. acaeys areas hare suareiebcteeueiete elctslers 141,392 136, 100 5, 292 
TOME @apitaleasse tauarr ictus iin We Saree hal vo ore rae eee eer 1 1 
11. Inactive loans and investments, schedule J.................... 94,824, 381 94,824,381 
Motalmecordeqcasseus ease cra ee ere er reel 11,399, 966, 729 11, 425, 893, 783 —25, 927, 054 
12. Less: Reserve for losses on realization of assets................ —546, 384, 065 —546, 384,065 
eects pte wai eerie ies ee —— 
Nek recordenassetes ..n.4kadas 2x Sasol ues eae 10, 853, 582, 664 10,879, 509, 718 —25, 927, 054 
13. Net debt, represented by excess of liabilities over net recorded 


assets, schedule K 


15,070, 149, 452 


13,919, 769, 972 


25, 923,732,116 


24,799,279, 690 


1, 150, 379, 480 
_ Lae 
1,124,452, 426 


The notes appearing on page 6 are an integral part of this Statement of Assets and Liabilities. 


H. R. BALLS, 
Comptroller of the Treasury. 


R. B. BRYCE, 


Deputy Minister of Finance. 


(The schedules and the appendix referred to in the above Statement, and the pages referred to 
in the two notes, are to be found in the Public Accounts, Section 7 of Volume 1) 
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EXHIBIT 2 


OF CANADA 


LIABILITIES AS AT MARCH 31, 1964 
| 


as at March 31, 1963) 
| 


| 


LIABILITIES 


Net increase 


or decrease (—) 
March 31, 1964 March 31, 1963 during 1963-64 
4, Current and demand liabilities, schedule L 
_ (a) Outstanding treasury cebpaueg c..: fee ee $ 319,894, 410 $ 266, 548, 686 $ 53, 345, 724 
(6) Accounts payable (that portion paid in April of the next 
tollowingnacal year) joe. acca. ss. , baw wae av. 342, 673,020 267, 364, 119 75,308,901 
(c) Non-interest-bearing notes payable to the international 
monetary fund and the international development associa- 
PRON ee ea he Mester yd kil dk SiMe Aa oe do 586, 996, 025 757, 284, 519 —170, 288, 494 
(d) Matured debt outetanding Mrs O 20:3... | Sete ee. 26, 820, 209 32,466, 821 —5, 646, 612 
(e) Interest due and Outstanding. wae. cheek we ke 91,893,489 79, 460, 893 12,432,596 
Bore Utterestaccred: os him wate ko dees be ean 215,973,372 196,973,991 18,999,381 
i?) Other oucrentlinbilittegis <a. 5ci.1.\tkeleiaaces. 35, 710, 909 31,379, 226 4,331, 683 
1,619,961, 434 1,631, 478, 255 —11,516,821 
: Deposit and trust accounts, schedule M....................... 196, 454, 123 225, 202,751 — 28, 748, 628 
§. Annuity, insurance and pension accounts, schedule N........... 5,131,053, 811 4,747,016, 868 384, 036, 943 
7. Undisbursed balances of appropriations to special accounts, 
CO a ae. A Wah Ne boas.) ape ceen cc. 111, 601,270 119, 951, 698 —8, 350, 428 
fm Deferred credits, schedule P.................0-.00---.00...... 119, 446, 821 107,739,147 11, 707, 674 
). Suspense accounts, schedule Oe eo. MEET EM 5, 117, 628 6,054, 640 — 937,012 
f Unmatured debt, schedule R 
EM eee ee es oe ee eo re 16,510, 097,029 15,796, 836,331 713, 260, 698 
mee TOASUCW IDES 0.5 P kehe Matt S146 lu aie ee 2, 230,000,000 2,165,000, 000 65, 000, 000 
18,740,097, 029 17, 961, 836, 331 778, 260,698 


The indirect or contingent liabilities of the Government of 
Canada, consisting of railway securities guaranteed as to 


principal and_ interest, $1,377,611,480; other guarantees of 
$5, 950, 662,777; together with certain indeterminate guarantees, 
are listed on page 73. 


ss 


iy OLA MaDilitiog once stud. ate ss ee 25, 923,732,116 24,799, 279,690 1,124,452, 426 


Auditor General’s Certificate 


| The above Statement has been examined in accordance with the provisions of the Financial Administration Act. I have 
vained all the information and explanations I have required and, subject to the comments in my report to the House of 
‘mmons, I certify that the Statement is in agreement with the accounts maintained by the Department of Finance and that 
ly opinion, it exhibits a correct view of the financial position of Canada as at March 31, 1964. 


A. M. HENDERSON, 
Auditor General. 
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EXHIBIT 
SUMMARY OF APPROPRIATIONS, EXPENDITURES AND UNEXPENDED BALANCES 
BY DEPARTMENTS FOR THE FISCAL YEAR ENDED MARCH 31, 1964 
Unexpended Balances 
Section Department Appropriations Expenditures Cancel 
: Lapsed f 
orward 
$ $ $ $ 
1 Necicultune, vegeta: mot soso s eee Se se re os et 231, 075, 932 225,681,474 5,394, 458 
2 Atlantic Development Board.......-.+.+++++++++> 352, 500 196,331 156, 169 
3 Atomic Energy. .....csee es sone ee cence orn e ees 45, 968, 600 45, 955, 220 13, 380 
4 Auditor General’s Office..........----0-sseeceeees 1,335, 867 1, 258, 359 77, 508 
5 Board of Broadcast Governors.......-..++++++s02> 362,731 341, 849 20, 882 
6 Canadian Broadcasting Corporation...........+--. 87, 644, 900 87,575, 697 69, 203 
7 Central Mortgage and Housing Corporation........ 13,497, 274 13, 469, 874 27,400 
8 Office of the Chief Electoral Officer.........-.---. 11,881,701 11, 875, 892 5, 809 
9 Citizenship and Immigration..........-.++++++++> 72,733, 672 71,545,372 1,188,300 
10 Civil Service Commission............5++ serene eee 5,321, 890 5,224,776 97,114 
il Wefence: ProGuGhiOls cose sac ~Nereyete tere se sie ners 42,609, 117 41, 564, 748 1,044, 369 
12 Economic Council of Canada..........--.++.++ee-- 167, 000 164, 824 2,176 
13 Emergency Measures Organization. 71... - se. -- 10, 129, 340 6, 942, 249 3,187,091 
14 Tixpernal Athair: osc cles scutes nite arebeeraiar= = 99, 821, 148 97,022,596 2,798, 552 
15 OETA Oo oie | eee EOI Coin fur Gin. cr colar por 1,417,056,452 | 1,406,434, 612 10, 621, 840 
16 Ty NTT een ean Chom Gers CA ore onasas BOO 24,996, 794 23,716, 314 1, 280, 480 
17 ROrEStry etek tek ate ie ee ee rei 45,777,416 41,815, 947 3,961,469 
18 Governor General and Lieutenant-Governors..... 541, 550 524,159 17,391 
19 IRISH ans GN On EO one oSem a Rata Janus boronuOUom ed: 1,375, 033 696, 257 678, 776 
20 TRSUEAD COM Ore orate reer ree eee) aatonex se 1,437, 266 1,435, 005 2,261 
21 TIStiCO an wre en oh toe aeaee Geren Jajcisac 14,172,978 13, 953, 639 219, 339 
Office of the Commissioner of Penitentiaries. ... 31, 702, 935 27, 042, 358 4, 660, 582 
22 LRM ee ee oe, See ee cro che Gio on On caer. (2)362, 382, 615 280, 383, 807 27,085, 808 54,913, 
23 [GG raRIENMOON oc aca gateeeo dhe snSu do aboe 7 ogeondo ac 13,052,796 12, 923, 599 129,197 
24 Mines and Technical Surveys.........-.-++++e-ee: 71,056, 872 67, 759, 325 3,297, 547 
25 National setencetes iebte crirc. Sriet tit ret cee eee, sine schol 1,728, 882,707 | 1,683,471, 003 45,411, 704 
26 Netiona lpm sGaurc ece yrs cnet aan ie en tarkerr rs he 5, 744, 000 5, 748, 931 69 
27 National Gallery of Canada.......52.525. 0-54-25 1,082, 400 1,067, 949 14,451 
28 National Health and Welfare.................---: 1, 205,902,092 | 1,203,854, 597 2,047,495 
29 National Research Council, including the Medical 
Riesenmc i @oumorlerpenmar: o.terverdseevects terete rane 48,109, 800 47,259,773 850, 027 
30 INDRAenH Moon UC Ghee eheernd padames acs onocars. b 84, 894, 871 82,995, 521 1,899,350 ; 
31 Northern Affairs and National Resources......... 86, 828, 063 77,334, 019 9, 269, 044 225 , 000 
32 1 BISHOP 2100 yesh Boas maaile obnce rae ratchet oo ace 207, 908, 369 206, 894, 516 1,013, 853 
33 aKa wut, ones Sua oe yemeoone do ocon oer. < 3, 275, 009 2,929,115 345, 894 
34 Public Archives and National Library............ 1,144,748 1,112,723 32,025 
35 Public Printing and Stationery.................... 2, 236, 226 2,147, 045 89,181 
36 Public AWTS ces cetcac Ses eres Tease sot smerny 176,419,791 167, 000, 704 9,419, 087 
37 Office of the Representation Commissioner........ 37,006 37,006 
38 Royal Ganadian Mounted Policé.....00..26.+-5-m- 67, 560, 231 66, 899,479 660, 752 
39 SGETEEAL ya Oblate a. meri cie cele muetele siste svecsusmiajeretetelenen 8,673,139 7,568, 044 1,105, 095 
40 Nissyo Ve Chie M@onaahent} coy ry each Roe Bonen ode Obe< 74, 283, 763 73, 584, 061 699, 702 
41 PN AN GiDOT UNE eet aes EO citiecany an eens oka ns ae ar 397, 625, 107 373,173,445 24,451, 662 
Canadian Maritime Commission................ 49,840, 904 49,744, 669 96, 235 
Nationali Harbours BOard....-.:ce0 s+ -,e4 nese 4,162,900 339, 760 3,823,140 
42 Welorans sAthalrsueertes cena iindinwten rote een ger 340, 242, 850 333, 739, 881 6,502, 969 
(37, 101,308,355 | 6,872,401,519 | 173,768, 836 55,138 


() Available for expenditure in 1964-65. 


Includes amount carried forward from 1962-63 appropriations $26,737,268. 
(8) In addition, parts of appropriations in respect of the following departments and expen 
transferred to ‘“‘Other Loans and Investments”’, as follows: Agriculture $3,585,219 and National Healt 


The accounts relating to the expenditures as set forth in the above Statement have been ex 
and, subject to the comments in my report to the House of Commons, I certify that, in my opinion, the Statement g1Vv! 


Auditor General’s Certificate 


correct summary for the year ended March 31, 1964. 


(The sections referred to in the above Summary are those in the Public Accounts, Volume II) 


H. R. BALLS, 


Comptroller of the Treasury. 


ditures in similar amounts W 
bh and Welfare $4,000. 


amined under my direct 


A. M. HENDERSON, 
Auditor General. 
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HE functions and responsibilities of the Auditor General of Canada are outlined 
in Part VII of the Financial Administration Act, R.S., c. 116. 


2. In accordance with the requirement of section 70 of the Act, a Report is now made 
to the House of Commons on the results of the audit examinations for the year ended 
March 31, 1965. Subsection (1) of the section reads: 


The Auditor General shall report annually to the House of Commons the results of his 
examinations and shall call attention to every case in which he has observed that 


(a) any officer or employee has wilfully or negligently omitted to collect or receive any 
money belonging to Canada, 


(6) any public money was not duly accounted for and paid into the Consolidated 
Revenue Fund, 


(c) any appropriation was exceeded or was applied to a purpose or in a manner not 
authorized by Parliament, 


(d) an expenditure was not authorized or was not properly vouched or certified, 


(e) there has been a deficiency or loss through the fraud, default or mistake of any 
person, or 


(f) a special warrant authorized the payment of any money, 
and to any other case that the Auditor General considers should be brought to the notice 
of the House of Commons. 

. 3. The Statement of Expenditure and Revenue for the fiscal year ended March 31, 
1965 and the Statement of Assets and Liabilities as at that date, prepared by the Depart- 
ment of Finance for inclusion in the Public Accounts, have been examined and certified 
by me as required by section 69 of the Financial Administration Act, subject to my 
comments in this Report. Copies of these financial statements are appended as Exhibits 1 
and 2. The Summary of Appropriations, Expenditures and Unexpended Balances by 
Departments and the Summary of Revenue by Main Classifications and Departments, 
both as included in the 1965 Public Accounts, have also been examined and certified and 
copies are appended as Exhibits 3 and 4. 


Bionding Committee on Public Accounts 

: 4, In my Report to the House of Commons for the year ended March 31, 1964 which 
‘was tabled on February 16, 1965, I was pleased to state that this was the first time in 
recent years that the Public Accounts Committee completed its examination of the Auditor 
General’s Report to the House of Commons before a succeeding report had been tabled. 
| The Committee last met on March 15, 1965 when it approved its Ninth Report 1965 
to the House on the Form and Content of the Public Accounts. No meetings have been 
held by the Committee since nor has my 1964 Report been referred by the House to the 
Committee for study. 

| A summarized listing was given a year ago detailing the fifty recommendations and 
observations made by the Committee which had not been implemented or otherwise dealt 
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with by Executive action at that time. Since then, action has been taken by the Executive 
on ten of these recommendations, details of which will be laid before the Committee when 
‘+t next convenes. The remaining forty recommendations and observations not yet im- 
plemented are again listed in Appendix 1 of this Report. 

The ten recommendations on which action has been taken dealt with the following 


matters: 


Fourth Report 1964 
Advertising costs 
Educational leave costs 
Payment of maintenance expenses of Civil Service Recreational Association Centre 


Fifth Report 1964—Canadian Broadcasting Corporation 
Annual report 
Statement of Operations 
Size of operating and capital requirements 
Authority of Comptroller over Regional Accountants 


Sixth Report 1964 
Lease termination payments 
Superannuation Accounts 


Eighth Report 1964 
Employment of part-time doctors by Department of Veterans Affairs 


In addition, there was partial implementation of the Committee’s recommendations 
respecting the form and content of the Estimates (Fourth Report 1964), accounts receivable 
(Sixth Report 1964), surplus assets disposal (Seventh Report 1964) and amendments to 
the Customs Act and the Excise Tax Act (Eighth Report 1964). Details will be found in 
paragraphs 9, 168, 195 and 90 of this Report. 


Summary of Employees Authorized for the Public Service 


5. Appendix 3 shows that the two largest items of expenditure continue to be interest 
on the public debt totalling $1,051 million and civil salaries and wages amounting to” 
$952 million, which together represent almost 28% of the total budgetary expenditure for 
the year. The public debt charge is the subject of a detailed appendix in the Public Accounts. 
With respect to civil salaries and wages, this Report again contains a summarized list 
(Appendix 2) showing the number of employees authorized and on strength in the publie 
service by departments, Crown corporations and other instrumentalities at March 31, 1965 
compared with the number at the close of the preceding year. 

It will be noted from Appendix 2 that only 6 out of the 35 departments shown reported 
a reduction in the number of employees on strength at March 31, 1965 compared with the 
situation at the close of the preceding year. The strength of one small department remained 
unchanged. On the other hand, the remaining 28 departments reported staff increases at 
March 31, 1965 over March 31, 1964 of 7,228 employees or 6%. 
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Scope of the Audit 


6. Examinations of the departmental accounts for the year ended March 31, 1965 
were made in conformity with section 67 of the Financial Administration Act which reads: 


The Auditor General shall examine in such manner as he may deem necessary the ac- 
counts relating to the Consolidated Revenue Fund and to public property and shall 
ascertain whether in his opinion 


(a) the accounts have been faithfully and properly kept, 


(6) all public money has been fully accounted for, and the rules and procedures applied 
are sufficient to secure an effective check on the assessment, collection and proper 
allocation of the revenue, 


(c) money has been expended for the purposes for which it was appropriated by 
Parliament, and the expenditures have been made as authorized, and 


(d) essential records are maintained and the rules and procedures applied are sufficient 
to safeguard and control public property. 


In my Report last year I mentioned the extent to which staff recruitment difficulties 
had continued to handicap the work of the Audit Office but expressed the hope that it 
would be possible to increase the scope of the work before March 31, 1965 and to see the 
full effect of this improvement in the fiscal year 1965-66. 


Although the working strength of the Audit Office is still short of the establishment 
approved with effect from October 1, 1964, the Office has managed to increase and diversify 
‘the scope of its work during the past year. The extent to which this can be developed 
further will depend on the success that can be achieved in filling the establishment vacan- 


jeles over the next few months. 


Our examinations continued to include a general review of accounting procedures 
and systems of internal control together with such tests of the accounting records and 
other supporting evidence as we considered necessary in the circumstances. 


| The attention of responsible administrative and accounting officers was directed to 
transactions which, in the Audit Office view, were not in harmony with annual parlia- 
mentary appropriations or continuing statutory financial directions, or which lacked con- 
formity with Executive orders or regulations. 

| Our examinations extended to all departments, Crown corporations and other agencies 
of the Government of Canada, excepting those corporations and other instrumentalities 


listed in paragraph 183 whose accounts were subject to examination by other auditors. 


The accounts relating to the receipts and disbursements of the Office of the Auditor 

General were examined by an officer of the public service nominated for the purpose by 
| the Treasury Board, as required by section 75 of the Financial Administration Act. In this 
zonnection, the Public Accounts Committee, in its Eighth Report 1964 (see Appendix 1, 
tem 40) has recommended that this section of the Act be amended to provide that the 
receipts and disbursements of the Office of the Auditor General be examined by a qualified 
9erson nominated by Parliament through its Standing Committee on Public Accounts, and 
that such person should report thereon to the House of Commons. 


| | During the course of their work, members of the staff of the Audit Office were given 
‘ull access to all vouchers, records and files of the various departments, Crown corporations 


4 AUDITOR GENERAL’S REPORT 


and other agencies. In addition, they were readily provided with all supplementary in- 
formation and explanations required. I should like to express my appreciation for the 
co-operation thus extended by departmental and treasury officers and by the administra- 
tive and accounting officers of Crown corporations and other agencies. 

The Audit Office has continued to follow its practice of addressing detailed reports 
to the executive boards of Crown corporations and other agencies covering the results of 
its examinations during the year. These reports give a broad summary of the results of 
operations for the financial year in comparison with previous years, and make comments 
and offer suggestions regarding weaknesses in internal control and other matters noted 
during the course of the audit. Matters dealt with in these reports that are considered to 
be of interest to the House of Commons are referred to in the relevant sections of this 


Report. 


Findings of Royal Commission on Government Organization 

7. In my 1963 Report to the House I outlined my concept of the responsibilities of 
the Auditor General to Parliament with regard to those findings of the Royal Commission 
on Government Organization (1960 to 1968) relating to outdated procedures, uneconomical 
operations and wasteful practices. I stated that to the extent its reports correctly indicated 
where and how savings of public funds could be made, I believe the Auditor General has 
a responsibility to Parliament to follow through and ascertain what action has been or 
will be taken toward achieving such savings. In its Fourth Report 1964 the Standing Com- 
mittee on Publie Accounts expressed the opinion that this concept of the responsibilities 
of the Auditor General is in accord with the intent and wishes of Parliament. 

It is important first to distinguish between a finding of this Royal Commission and 
a recommendation. A finding is an observation or critical comment made in the reports 
on a specific situation or condition existing in the public service as distinct from a recom- 
mendation which, in the Commission’s view, is calculated to remedy one or more individual 
finding. Throughout the reports there are an estimated 276 specifically worded recommen- 
dations. On November 5, 1963 the Government approved 68 of these recommendations 
and on February 9, 1965 approved 32 more, leaving 176 yet to be dealt with. 

We have made a study in depth of each of the 24 reports of the Royal Commission. 
Excluding Report 19 dealing with the Canadian Broadcasting Corporation to which we 
refer in paragraph 187, our study disclosed over one thousand individual findings. The 
majority of these related to policy or organizational practices where, for example, more 
efficient results might be achieved by rearrangement of the existing procedures or organiza- 
tion without necessarily saving public funds. The remainder—approximately 450 findings— 
dealt with specific situations or conditions involving outdated procedures, uneconomical 
operations and wasteful practices, elimination or remedy of which would not only improve | 
efficiency but could result in substantial savings of public funds. Each of these individual — 
findings has been followed through by the staff of the Audit Office to ascertain what action 
has been or will be taken toward achieving such savings. 


= order to make our enquiry as broad as possible, we selected 32 departments and» 
agencies whose operations had been studied by the Royal Commission three years ag0 


AUDITOR GENERAL’S REPORT 5 


and where the conditions giving rise to the 450 findings existed. The enquiry, which was 
carried out in the course of our regular audit work, involved seeking answers to over 900 
questions at the appropriate levels in the departments and agencies. The results were 
as follows: 


Condition still exists— 


INCUAIOn Gaetan et MOM OMS ANG ppepmmde 39% 
Dario bet NCE Sty ee he gees foe) WIN OEE ela 34% 
73% 
Comiiniowe remedicdvaranan Nh 8 Pil ewleaun) Veouemiry 24% 
Disagreed? with the: finditigs! Mle... Mersey so oa es 3% 


The largest single set of findings checked were those contained in Report 4, ‘“Paper- 
work and Systems Management”’, 148 of which we discussed with officials of 23 depart- 
ments and agencies. The answers received conformed with the results obtained from our 
enquiries into the findings disclosed in the other reports. They demonstrated that with 
Tespect to a number of important findings, effective action cannot be taken at the depart- 
mental level until basic decisions are taken by top management. For example, greater 
decentralization of authority would enable the heads of departments and agencies to take 
more positive steps to correct prevailing practices and thereby effect savings without 
diminishing efficiency. We found no lack of awareness at the various departmental levels 
of the need to deal with these situations. It was explained to us, however, that few changes 
could be made without instructions from top management. It must be added here that in 
many instances top management is itself unable to issue these instructions because a 
number of the practices and procedural processes under criticism have their origin in 
statutes which only Parliament can change. 


We found this also to be largely the case with findings disclosed in Report 3 dealing 
with “Personnel Management’. Our review of these findings led us to the conclusion that 
most of the conditions criticized by the Royal Commission concerning the practices of the 
Civil Service Commission do in fact continue to exist. With certain reservations, the 
Jommission has indicated its agreement with this conclusion. 


__ The 100 recommendations selected by the Government for approval up to February 9, 
1965 included several that are proving time-consuming and costly to implement. The most 
mportant of these recommendations were made under the headings of Planning and Ex- 
denditure Control in Report 2 on “Financial Management” where the Royal Commission 
Mromended that departmental estimates be prepared on the basis of programs of activity 
nstead of by standard objects of expenditure, and that departments and agencies be given 
he necessary financial authority and be held accountable for the effective management 


f the financial resources at their disposal. 


The implementation of basic changes such as these in an organization the size of the 
rovernment of Canada requires extensive study and specialized work at many levels to 
nsure that the changes will in fact produce the desired result. Considerable effort has been 
nd continues to be expended both by the Treasury Board staff and departmental manage- 
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ments in working toward this objective. Since the Royal Commission made its recommend- 
ations nearly three years ago, over 30 special projects and studies have been carried out or 
are in process involving studies of individual departmental operations by firms of manage- 
ment consultants. The general object of these studies is not only to determine how to 
adapt the specific operations of certain departments and agencies to meet the recommend- 
ations made by the Commission, but also how to achieve the maximum in operational 
efficiency. A number of these studies, carried out jointly with senior departmental officials, 
are laying an excellent groundwork for improved management training and the introduc- 
tion of more modern techniques, particularly in the financial and accounting areas. The 
cost of these outside services up to the present is estimated at $1.5 million. 


The cost of the Royal Commission itself was approximately $3 million the period 
1960 to 1963. Thus a substantial sum has already been spent in endeavouring to bring 


the government organization into line with modern standards and practices. The task is 


far from complete and obviously more expenditure will be incurred. 


It is not possible to place any figure on the total savings achieved to date through — 


remedial action already taken, nor is it possible even to estimate the extent of such savings 
at this stage. Since the Royal Commission concluded its work three years ago, administra- 
tive overhead in departments and agencies has risen substantially in terms of staff needs 
and office costs. In the 1962-63 fiscal year this was to the order of $1,000 million. The 
comparable figure estimated for 1965-66 is $1,200 million, an increase of 20% over the 
three-year period. As mentioned in paragraph 5 of this Report, the staffs of 28 of the 
35 departments shown in Appendix 2 have increased in size by 7,228 employees or 6% 
during the past year. 


There is no question that it is desirable that steps be taken to improve the Estimates 


presentation to provide Parliament with better information, and to proceed with large 
organizational changes designed to improve efficiency. Nevertheless, the fact remains that 
more immediate action directed at abolishing or otherwise correcting the conditions dis- 
closed by the Commission relating to outdated procedures, uneconomical operations and 
wasteful practices that still exist could result in appreciable savings in public funds now. 

In my opinion this could be achieved if greater priority were given by top manage- 
ment to tackling these conditions. Many of the 276 recommendations of the Royal Com- 
mission were designed to remedy these conditions. Whether they will or not, it would 
clearly be of material assistance to management if the 176 recommendations still outstand- 
ing could be dealt with as quickly as possible. 


Internal Control 


8. A fundamental part of any audit is a critical review of the accounting and internal 
controls within the organization. This embraces the entire system of controls, financial and 
otherwise, established by management in order to carry out operations in an orderly and 
efficient manner, to ensure adherence to prescribed managerial policies, to safeguard the 


assets for which management is responsible, and to check as far as possible the accuracy 
and reliability of its records. 
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The reports of the Royal Commission on Government Organization and of the manage- 
ment consultants previously referred to provide the Audit Office with helpful information 
in determining the degree of reliance which can be placed on the system of internal control 
in the departments and agencies. The recent institution by the Treasury Board of a new 
series of management improvement directives to departments and agencies is also of 
material help to the Office. 


An important feature of effective internal control is the provision made for manage- 
ment to review the financial operations at regular and frequent intervals by means of 
interim reports, operating summaries and other related financial and statistical information. 
Comparison of results with those of previous periods may indicate discrepancies that call 
for further examination and, where budgetary controls are in use, attention is drawn to 
important variances on which explanations may be required. Thus managerial supervision 
and review of this nature is an essential element in any effective control. 


Since 1960 I have recommended more accurate cost determination, wider use of 
effective periodic statements and the employment of other modern techniques whereby 
departmental management could improve control over the costs for which it is responsible. 
The importance of these points was stressed by the Royal Commission on Government 
Organization in Volume 1 of its reports published on September 6, 1962, and it is particu- 


larly encouraging to note the recognition now being given to these points by top manage- 
ment. 


Internal auditing is an integral part of a department’s system of management control. 
It is first and foremost a management tool to ensure good performance and therefore it 
should be carried out under the exclusive direction of senior departmental management 
if it is to function to best advantage. It is important to the external auditor in determining 
_ the scope of his work because where the internal auditor’s work is effectively carried out, 
- the amount of work to be performed by the external auditor can usually be substantially 
curtailed. Consequently, in his capacity as the external auditor, the Auditor General is 
particularly interested in the degree of management’s acceptance of the findings and 
recommendations of its internal auditor and in the action taken. 


In my opinion, greater progress could be made in recognizing the importance of 
internal audit. While a number of the larger departments and Crown corporations possess 
their own staffs, a number have not yet taken steps along these lines even though the 
circumstances justify it. On the other hand, in the related field of pre-audit, staffs are 
_ larger and methods more elaborate than modern practice requires. 


The solution of these problems does not lie in engaging more staff but in making 
more effective use of the staffs presently engaged in internal auditing, including pre-audit 
_ work, coupled with a freer exchange of ideas among the various departments, Crown 
_ corporations and other agencies. 


Form and Content of the Estimates 


9. The Public Accounts Committee last reported on the form and content of the 
Estimates in its Fourth Report 1964, presented to the House on July 28, 1964. Its 
recommendations and observations at that time will be found in Appendix 1, item 6. 


8 AUDITOR GENERAL’S REPORT 


It will be noted that the Committee recommended adoption of the revised vote pattern 
proposed by the Treasury Board for introduction in the Main Estimates 1964-65, subject to 
certain improvements suggested by the Auditor General to the Committee at that time. 
The revised vote pattern was duly adopted in the Main Estimates 1964-65 and this made 
it possible to transfer funds between services with the Treasury Board’s approval which 
would not have been possible under the former vote pattern. The vote pattern actually 
used in the Estimates differed in certain instances from the pattern which had been sub- 
mitted to and approved by the Public Accounts Committee. Details of these differences 
and examples of transfers made possible by the revised vote pattern are contained in 


5) 
‘d 
. 


paragraph 51. 

The Committee also recommended the inclusion of supporting financial information 
of Crown corporations and other public instrumentalities in the Details of Services so as 
to provide better information to the House with respect to the nature of the fiscal require- 
ments of the corporations and other agencies requiring financing by parliamentary appro- 
priations. However, this recommendation has not yet been implemented. Additional in- 
formation concerning the staffs of all government departments and Crown corporations 
has been placed in the Main Estimates, 1965-66. 


We understand that the Treasury Board, as a result of its consideration of the rec- 
ommendations of the Royal Commission on Government Organization, expects to submit 
proposals to the Public Accounts Committee in due course designed to present the Esti- 
mates of a number of departments on a program and activity basis with a view to having 
this replace the present objects of expenditure basis over a period of time. 


It should be pointed out that a change of this type in the form of the Estimates will 
not only require changes in many of the accounting procedures but will necessitate changes 
in a number of the financial statements. This will result because the form of the Estimates 
determines in large measure how the subsequent accounting for expenditure is maintained 
and reported in the Public Accounts. Both the form and the content of the Estimates are 
important to the Auditor General because of his responsibilities to Parliament. 


Form and Content of the Public Accounts 


10. Over the past several years I have recommended that consideration be given to 
summarizing or otherwise reducing the number of detailed listings included in the Public 
Accounts. I have also pointed out additional important information which should be 
disclosed. 

The form and content of the Public Accounts were reviewed by a sub-committee of 
the Public Accounts Committee in 1964 when consideration was given both to my rec- 
ommendations and to those put forward by the Comptroller of the Treasury. Following 
the sub-committee’s study of the Public Accounts for 1962-63, the Public Accounts Com- 


mittee included the following in its Ninth Report 1965 presented to the House on March 15, 
1965: 


» 
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RECOMMENDATIONS FOR DELETION 


3. Based on the above findings and observations [of the sub-committee], your Committee 
recommends that the following information be deleted from Volume II of the Public Accounts: 


Estimated 
savings 
(a) listings of salary rates and travelling expenses of employees (Sec- 
VOD) can sneer AA EB SRG Ge Ae kW ke ota tal | 92 pages 
(6) listings of payments to suppliers and contractors (Section 39)..... 65 pages 
(c) listings of names of persons on educational leave (e.g., Section 1.4) 
OS ye EO Phan 0 ee ae ae an aot a oy 3 pages 
(d) listings of construction or acquisition of buildings, works, and land 
by area, region, etc. (e.g., Section AED SPAY MOH av gta 12 pages 


(e) statements of assistance to gold mining companies (Section 19.15) 
on the understanding that the information continues to be 
included in the departmental report....................... 5) pages 


(f) statement of expenditures by staff post offices for salaries, etc., 

and statement of expenditures by postal districts and services 

Meee ena nein me a. Setar ho Mee hol or 1 taint) yg 3 pages 
(g) listings of contracts for construction or acquisition of buildings, 

etc., when the amount is less than $100,000, and for cost plus 

contracts under $10,000. The present listings are for amounts 

of $10,000 or over ($25,000 or over for defence contracts) and 

$5,000 or over for cost plus contracts (e.g., Sections 31.61 and 


Sa ee ere Be OG Feet ae Suit Blue Hig 149 pages 
(h) distribution of expenditure by services and units of the Standards 
Branchs (Section aD ens Yavbionigcey be eR. 1 page 
330 pages 


Your Committee further recommends that listings of the travelling expenses of employ- 
ees in excess of $1,000 and of payments to suppliers and contractors in excess of $100,000 
be prepared annually for the information of the Committee. 


4. Your Committee recommends that the following detailed information be replaced by 
statements in summary form: 


Estimated 
savings 


(a) listings of professional fees by type of service, together with detailed 

listings of professional fees of $2,000 and over (e.g., Section 

DE NRE ee PERL ath, ash TORR can Gente” PN 9 pages 
(6) detailed listings of the acquisition of equipment ; to be replaced by 

summarized listings according to type of equipment (e.g., 

LGETONE: BUYS OTE. tn a a ee 8 pages 
(c) details of expenditures for general elections and by-elections by 

electoral districts; a summary by provinces to be retained 

(SuetiowGrhjes scenic soxeleebotbitidel.t dives, sytem Qo caren 12 pages 
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Estimated 
savings 


(d) listings of doctors receiving fees of $1,000 or over and hospitals 
receiving $5,000 or over; to be replaced by a summary by 
categories of service (e.g., Section 23/39). na hes eee 5 pages 


(e) details of expenditures by provinces and district re any census of 

Canada; to be replaced by a summary listing by provinces 

(Section 34.9 to 34.38, 1961-62 Public Accounts)..........-- 28 pages 
(f) listing of salaries of Judges by Courts; to be replaced by a sum- 

marized statement of salary rates (Section 16.4 and Section 

16.) acepcsdus cue how nmd Cen b acai na eae ye ee eee ee 1 page 
(g) distribution of revenues and expenditures by Penitentiaries; to be 

replaced by a statement by institution showing (1) revenue 

and (2) expenditure on (a) operation and maintenance and 

(b) construction, improvements and equipment (Section 16.17) 2 pages 


65 pages 


5. Your Committee recommends that the following material be deleted from the Public 
Accounts if and when substantially similar information is published in the annual reports 
of the appropriate departments: 


Estimated 

savings 

(a) statements of payments of general health grants to provinces from 
inception (Section 23.8)... ..+ y2.<6,-+: 55.00 eee ee 2 pages 

(b) listing of grants to agricultural fairs, exhibitions, etc. (e.g., Section 
VeVO) cs, Gace etsein 6 Aim -oie Songun Siniecs ake ras 8 fee 2 pages 
(c) details of health grants (Section 23.10 to 29:28) Sostrate aioe eer mee 19 pages 
(d) details of hospital construction grants (Section 23.30 to 23.37).... 7 pages 
30 pages 


6. In making the foregoing recommendations regarding the deletion of information from 
the Public Accounts, your Committee understands that the information so deleted would 
continue to be retained in the accounting records maintained in the Office of the Comptroller 
of the Treasury and would ask the Minister of Finance to take the necessary steps to ensure 
that it would be available to Members of Parliament on request. 


7. Your Committee has been informed that the cost of printing a page of the Public 


Accounts is $25. The recommended deletions would eliminate approximately 400 pages from 
each of the English and French versions, with a resulting saving in printing costs alone of 


some $20,000. 


RECOMMENDATIONS FOR REARRANGEMENT OF INFORMATION 


8. Your Committee recommends that in Volume I the explanatory notes to the schedules 


to the Statement of Assets and Liabilities, which are now presented immediately following 


¥ 
colina 
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the schedules to which they refer, be grouped together and printed at the end of the sche- 
dules, with appropriate reference to the schedule and item, e.g., for Item 1 of Schedule M, 
the note would be described as M-1, ete. 


RECOMMENDATIONS FOR THE INCLUSION oF ADDITIONAL INFORMATION 


9. Your committee gave consideration to the inclusion of additional important infor- 
mation in the Public Accounts along the lines suggested by this Committee and the Auditor 
General. 


10. In its Fourth Report 1964, presented to the House on J uly 28, 1964, in paragraphs 
30-32, this Committee requested the Auditor General to keep it informed as to the progress 
of a study being made for the purpose of having all costs of financial assistance to persons 
on educational leave assembled in one place so that Parliament might be better informed 
as to the total cost of this particular phase of the educational program designed to increase 
the capacity of public servants. Your Committee expresses the hope that this study will be 
completed shortly so that the total educational leave costs may in future be shown with 
respect to each department in Volume II of the Public Accounts, commencing with that 
for the fiscal year 1964-65. 


11. In its Sixth Report 1964, presented to the House on October 20, 1964, in paragraph 
26, the Committee recorded its agreement with the Auditor General’s observation that it 
would be informative to Parliament were a summary showing the overall total of all accounts 
receivable due to the Government of Canada, whether in memorandum form or recorded on 
the books, included in the Public Accounts of Canada each year. Following consideration 
of this recommendation by the Comptroller of the Treasury, your Committee was pleased to 
be advised by the Comptroller of the Treasury that arrangements are under way for the 
inclusion of such a summary in the Public Accounts effective for the fiscal year 1964-65. 


12. Your Committee recommends that the following additional information suggested 
by the Comptroller of the Treasury be included in the Public Accounts: 


(1) In Volume II, the overall summaries of expenditures and revenues by departments 
to be published at the beginning of the volume, the totals of which would 
agree with the amounts included in the Statement of Expenditure and Revenue 
shown in Volume I. 


(2) In Volume II, for each department there be included a statement similar to that 
now presented in the Estimates, showing the approximate or estimated value 
of major services provided to the department, the cost of which is not included 
as a charge to the departmental appropriations. This statement would include: 

(a) accommodation provided by the Department of Public Works or in the de- 
partment’s own buildings; 

(6) accounting and cheque issue services provided by the Comptroller of the 
Treasury; 

(c) contributions to the Superannuation Account charged to the Department of 
Finance appropriations; 

(d) employee surgical-medical insurance premiums charged to Department of 
Finance appropriations; 

(e) employee compensation payments charged to Department of Labour appro- 
priations; and 

(f) carrying of franked mail by the Post Office Department. 

(3) A similar statement showing the services provided to other departments for which 
no reimbursement is received also to be included for each department. 
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13. The above plan to include a statement in each departmental section showing the 
approximate or estimated value of major services provided without charge is only a pre- 
liminary step. It is understood that the ultimate aim would be to apportion these service 
costs to the relevant votes or services. 

14. Your Committee recommends that the following additional information suggested 
by the Auditor General be included in Volume II of the Public Accounts: 

(1) effective for the fiscal year 1964-65, a statement of all material declared surplus 
during the year showing, to the extent it can be determined, its original cost 
and the value obtained on disposal by Crown Assets Disposal Corporation; 
and 

(2) effective for the fiscal year 1964-65, a statement detailing the amount of losses 
incurred as a result of the accidental destruction of or damage to assets which 
would normally be covered by insurance had such coverage existed. 


16. Your Committee recognized in the course of the discussions with the Comptroller 
of the Treasury and the Auditor General that the possibility exists that the inclusion of 
further additional information in the Public Accounts might be desirable from time to time 
and endorses their suggestion that this be placed in the Public Accounts by the Comptroller 
or be brought forward by the Auditor General for discussion and consideration by this 
Committee. 


With the exception of the recommendation contained in paragraph 14 (1) above, 
all of the foregoing recommendations have been implemented by Executive action during 
the year and given effect to in the Public Accounts for 1964-65. A Treasury Board directive 
dated January 21, 1965 provides that the statement of material declared surplus, called 
for by paragraph 14 (1), will be included in the Public Accounts for the fiscal year 1965-66. 


Office of the Auditor General 

11. In last year’s Report mention was made of the manner in which the required 
staft establishment of the Audit Office was assessed at 220 employees which was approved 
effective October 1, 1964. At that date actual working strength totalled 173. It was 193 
at November 30, 1965. 

The Office is thus 27 employees short of its establishment, a condition which is placing 
a heavy burden on the Office in carrying out its responsibilities. As already mentioned, the 
Office has nevertheless managed to increase and diversify the scope of its work while every 
effort is being made by the Civil Service Commission toward filling the vacant positions 
as speedily as possible. 

The Public Accounts Committee considered the circumstances surrounding this 
constant staff shortage at some length in 1962 and 1963. In its Fourth Report 1964 pre- 
sented to the House on July 28, 1964 it recorded its belief that as an officer of Parliament 
the Auditor General should be free to recruit the staff he needs in the same independent 
manner as do other officers of Parliament and the Crown corporations generally. The 
Committee, noting that amendments to the Financial Administration Act were to be 
introduced in due course, stated that it believed consideration should be given to appro- 
priate amendments designed to allow the Auditor General to appoint such officers and 
employees as are necessary for the proper conduct of his Office. This situation remains 
unchanged, no action having been taken yet towards implementing these recommendations. 
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The position of the Office was greatly strengthened by the action of the Institute of 
Chartered Accountants of Quebec in June 1964 when this Institute officially recognized 
the Office of the Auditor General of Canada in the Province of Quebec for the training 
of a number of students serving in that Province who meet the Institute’s educational and 
other requirements. At the present time six students are serving in this manner in our 
Montreal office. 

This is the first time the Office of the Auditor General of Canada has been accorded 
such recognition. On behalf of the staff of the Office, I should like to record our appreciation 
of this action on the part of the Quebec Institute which should go far toward raising the 
prestige and standards of the Office now and in the years ahead. 

Recognition along similar lines is actively under consideration by the Institute of 
Chartered Accountants of Ontario. 


Summary of Expenditure and Revenue 


12. The Statement of Expenditure and Revenue for the fiscal year ended March 31, 
1965, prepared by the Department of Finance for inclusion in the Public Accounts and 
certified by the Auditor General as required by section 64 of the Financial Administration 
Act, is reproduced as Exhibit 1 to this Report. The statement shows a deficit of $38 million 
for the year. By comparison, there were deficits of $619 million in the preceding year and 
$692 million in 1962-63. 


Expenditure 


13. The Summary of Appropriations, Expenditures and Unexpended Balances by 
Departments for the fiscal year ended March 31, 1965, as published in the Public Accounts, 
is reproduced as Exhibit 3 to this Report and shows appropriations of $7,412 million, 
expenditures of $7,218 million and unexpended balances of $194 million. 


14. Of the $7,412 million of appropriations available for expenditure in the year, 
$3,052 million was provided by continuing statutory authorities and $4,305 million was 
granted by Appropriation Acts (Nos. 1, 5, 6, 8, 9, 10 of 1964 and No. 2 of 1965) while 

$55 million remained available from continuing 1963-64 appropriations (Department of 
Labour Votes 32d and 34d). 

| Of the $7,218 million of expenditure during the year, $3,052 million (42%) was 
incurred under the continuing statutory authorities, with $4,166 million (58%) being 
spent under the authority of appropriations granted for the year and continuing appro- 
‘priations of the previous year. 

| Of the $194 million of unexpended balances at the year-end, $152 million lapsed in 
compliance with section 35 of the Financial Administration Act and $42 million of Depart- 
‘ment of Labour Votes 6b (winter works incentive program), 8b (winter house building 
Incentive program) and 5d (older worker employment and training incentive program) 
Temained available for expenditure in 1965-66 because of the special wording of the 


‘appropriations. 


| 
| 
| 
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15. The lapsed balances of $152 million represented 3.5% of the $4,360 million of 
appropriations under Appropriation Acts. This compares with lapsed balances at the close 
of the preceding year representing 4.1% of the amounts available in that year and 2.3% 
of the amounts appropriated in 1962-63 under interim supply Appropriation Acts and by 


Governor General’s special warrants. In the following cases the lapsed balances represented 
more than 10% of the appropriations under Appropriation Acts: 


Lapsed Balances 


Appropriations Amount % 
Emergency Measures Organization. .g. .67/t4.4- oe seks $ 10,296,000 $ 2,642,000 26 
T abouts « .. su sacs bo een eo eee teers 307 , 297 ,000 46,161,000 15 
Northern Affairs and National Resources.......-...--- 89 , 073 , 000 13,192,000 15 
National Harbours Board............++-++s+eseeeeee 8,853,000 1,276,000 14 


16. The following table summarizes the expenditure, by departments, for the fiscal 
year 1964-65 with the corresponding amounts for the two previous years: 


Department 1962-63 1963-64 1964-65 
RGricWleUre... oe he ee 183,427,000 $ 225,681,000 $% 165, 724,000 
Atomiculanene yas eeeriee ache rere 63, 205 , 000 45,955,000 46 , 565 , 000 
Canadian Broadcasting Corporation... 80,816,000 87,576,000 87,969 , 000 
Citizenship and Immigration......... 66,115,000 71,545 , 000 82,358, 000 
JDedevane WUGERS oR om pd oop pce olS & 85,197,000 97 ,023 ,000 131,187,000 


Hinancesdye 248 2s. Mee ety ee eee 1,354, 780,000 1,406, 435,000 1,588,075, 000 
Moves br ihe pwns Aue: plane 16,175,000 41,816,000 49,754,000 
JUSTICE NG We pee er ee eee 37,021,000 40 ,996 , 000 53,529 , 000 
Li GUase Pee Roe a nase 348 , 292 ,000 280 , 384,000 283 , 725,000 
Mines and Technical Surveys......... 71,180,000 67,759 , 000 75,238,000 


National Detenc@n.. oo.) sah ore oe ee 
National Health and Welfare 


National Research Council, including 


1,571,044, 000 
1,122, 448,000 


1,683 , 471,000 
1,203 , 855 , 000 


1,535,635 ,000 
1,297 , 586,000 


Medical Research Council.......... 40,597 ,000 47 , 260, 000 56,642,000 
National (Revenue. «4. e ir. cee 78 , 725,000 82,996 , 000 86,909 , 000 
Northern Affairs and National Resources 86,377 , 000 77,334,000 80 , 895, 000 
PosthOinoe Sak. ees! 189 344,000 206 , 895,000 210,459, 000 
PulbliGh Works cer sie e e ee eaeeae 149,735,000 154,843 , 000 224,510,000 
Royal Canadian Mounted Police...... 65,424,000 66,899 , 000 76,199,000 
‘irade-and: @OmmMence',. 20. ahah dees 65,768,000 73,584,000 90 , 043 , 000 
PT OTS POM see wetness meee ce ck Caste mya 416,019,000 423 , 258 ,000 466 , 948 , 000 
VicheCranighAimolrewn es vaste. ace a. Smee 335, 602,000 333 , 740,000 353,038 , 000 
Other departments................ 148,101,000 153 , 096 , 000 175,287,000 


$ 6,570,342,000 $ 6,872,401,000 $ 7,218,275,000 


Comments are made in the following paragraphs regarding the significant increases 
or decreases in expenditure charged to individual appropriations or groups of appropria- 


tions which mainly accounted for the variation between the departmental totals listed 
above for 1963-64 and 1964-65. 


17. Agriculture. The decrease of $60 million or 27% in expenditure by this Depart- 
ment was more than accounted for by the decrease of $65 million—from $122 million to 


" 
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$57 million—in the amount appropriated for the net operating loss of the Agricultural 
Stabilization Board. The $50 million reduction in valuation of inventories held by this 
Board at March 31, 1964 had no counterpart in 1964-65. Other variations were increases 
of $2 million in outlays on rehabilitation and reclamation projects and $1 million in the 
operating requirements of research establishments. 


18. Atomic Energy. The net increase of $600,000 under this heading reflects an increase 
of $400,000 in contributions, grants and subsidies by the Atomic Energy Control Board, 
an increase of $3.4 million in operating expenditure and a decrease of $3.2 million in the 
capital expenditure of Atomic Energy of Canada Limited. 


19. Canadian Broadcasting Corporation. Expenditure in 1964-65 shows an increase 
of only $400,000 because the Corporation’s capital requirements in 1964-65 were financed 
by means of loans instead of grants. Had the loans of $14 million been charged to expend- 
iture on a basis consistent with preceding years, expenditure on behalf of the Corporation 
would have reflected an increase of $15 million or 17% over the previous year (see para- 

graph 55). 


20. Citizenship and Immigration. The increase of $11 million or 15% in expenditure 
by this Department was due mainly to increased expenditure by the Immigration Branch 
of $1 million (837%) on transportation and other assistance for immigrants and settlers, 
and to increased expenditure by the Indian Affairs Branch of $9 million (16%) as follows: 
Indian Agencies, $1 million (15%); welfare, $3.1 million (23%) ; education, $4.4 million 
(14%); and community employment, $1.5 million (748%) ; partly offset by a decrease of 
$1 million (27%) for economic development. 


. 


| 21. External Affairs. Expenditure by this Department increased by $34 million (85%) 
| due mainly to an increase of $33 million (68%) in assistance to other countries. 


| 22. Finance. There was an increase of $182 million or 13% in expenditure by this 
‘Department due mainly to: an increase of $104 million (41%) in subsidies and other pay- 
‘ments to provinces, including increased payments of $91 million (41%) under the Federal- 
Provincial Fiscal Arrangements Act, 1960-61, c. 58; an increase of $58 million (6%) in 
‘interest paid on public debt; and a charge of $10 million in respect of a special contribu- 
tion to the Public Service Superannuation Account. 

| 23. Forestry. Expenditure by this Department increased by $7.9 million or 19%. 
Expenditure in respect of projects and programs under the Agricultural Rehabilitation 
and Development Act, together with payments to provinces pursuant to agreements under 
that Act, increased by $5.2 million (180%). An increase of $1 million (11%) in administra- 
tion, operation and maintenance costs was largely due to salary and wage increases. 
Construction costs increased by $1 million (45%) due mainly to the construction of an 
extension to a research laboratory at Pointe Claire, Que. 


} 
| 
t 


24. Justice. Of the total increase of $13 million (31%) in the expenditure of this 
Department, $11 million represented an increase of 40% in expenditure on correctional 
Services. This comprised an increase of $7.7 million (129%) for construction and improve- 
ment of institutions and $3.5 million (16%) for administration, operation and maintenance. 
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25. Labour. The increase of $3 million or 1.2% in expenditure by this Department | 
was largely accounted for by payments of $16 million under the winter house building | 
incentive program and $1 million under the older worker employment and training 
incentive program, for which there were virtually no comparable expenditures in the 
preceding year, together with increases of $16 million (60%) in payments under the 
municipal winter works incentive program, $5 million (11%) in the cost of administering 
the Unemployment Insurance Act, and $3 million (5%) in the Government’s statutory 
contribution to the Unemployment Insurance Fund, offset by a decrease of $39 million 
in payments to the provinces to provide assistance for technical and vocational schools 
and training programs. 


26. Mines and Technical Surveys. Expenditure in this Department increased by 
¢7 5 million or 11%. The significant increases were $3 million (16%) in connection with the 
movements of coal (Dominion Coal Board) and $2 million (29%) in respect of the activities 
of the Marine Sciences Branch. 


27. National Defence. The expenditure of $1,536 million in 1964-65 is the net amount 
after deducting from gross expenditure $7 million derived from the sale of surplus materials, 
supplies and equipment. The expenditure was $148 million or 9% less than the expenditure 
in the preceding year. This was mainly accounted for by a decrease in contributions to 
the Canadian Forces Superannuation Account, $64 million (47%) and in expenditure of 
the Royal Canadian Air Force, $45 million (67%), the Royal Canadian Navy, $25 million 
(8%) and the Canadian Army, $21 million (5%), while an increase was recorded for the 
Defence Research Board of $9 million (20%). 


98. National Health and Welfare. The increase of $94 million or 8% in expenditure by 
this Department was due mainly to the introduction, effective September 1, 1964, of the 
youth allowance program costing $27 million and increases of $42 million (11%) in pay- 
ments pursuant to the Hospital Insurance and Diagnostic Services Act, $7 million (1.4%) 
in family allowance payments, $6 million (15%) in old age assistance payments, $4 million 
(14%) in general health grants, $3 million (16%) in disabled persons allowances and $2 
million (7%) in administration, operation and maintenance costs of medical services. 


29. National Research Council. The $9.3 million or 20% increase in expenditure of 


the Council was due chiefly to an increase of $6.1 million (85%) in scholarships and grants 
in aid of research. 


30. National Revenue. Of the $3.9 million increase in expenditure by this Department, 
$2 million was in the Customs and Excise Division and $1.9 million in the Taxation 


Division—an increase of 5% in each case. The increases were due to generally higher 
administrative costs. 


31. Northern Affairs and National Resources. Expenditure of this Department in- 
creased by $3.6 million or 5%, although contributions to the provinces to assist in the 
development of roads leading to resources were less by $2 million or 25%. National Parks 
Branch operating costs increased by $1.2 million (11%) while construction expenditure 
was up $1 million (8%). Construction expenditure of the Northern Administration Branch 
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was down $2 million (19%) but this was more than offset by an increase of $3 million (15%) 
in administrative costs. The Water Resources Branch showed an increase of $2 million 
(18%) of which $1.3 million represented an increase (18%) in contributions to the provinces 
to assist in the conservation and control of water resources. 


32. Post Office. The expenditure of this Department increased by approximately $3.6 
million or 2% due largely to increased costs of transporting mail by land and air. 


33. Public Works. Expenditure by this Department increased by $70 million (45%). 

The major item was a net increase of $35 million (85%) in connection with Trans-Canada 
Highway construction. There was an increase of $13 million (17%) for accommodation 

services, including new costs of nearly $5 million arising from the transfer of Fort Churchill 

from the Department of National Defence on April 1, 1964. Harbours and rivers expendi- 
ture increased by $7 million (31%). The transfer of the Northwest Highway System from 

the Department of National Defence on April 1, 1964 resulted in additional costs of $8.5 

million. Expenses in connection with the construction of an ice control structure in the 

Montreal harbour area increased to nearly $6 million as compared with less than $500,000 
In the preceding year. 


| 34. Royal Canadian Mounted Police. Expenditure of the Force increased by $9.3 


million or 14%. Of this amount, approximately $7 million was due to increases in pay and 
pension benefits, while the balance resulted from general increases in operating costs. 


| - 35. Trade and Commerce. Expenditure by this Department increased by $16 million 
or 22%. Payments to the Canadian Corporation for the 1967 World Exhibition totalled 
$18.6 million compared with $1.1 million in the preceding year. Expenditure by the Domin- 
ion Bureau of Statistics increased by $1.6 million (14%) mainly due to increases in staff, 
| reclassifications and annual salary increments. The Canadian Government Travel Bureau 
accelerated its program to attract tourists to Canada and the resulting increases in staff 
and publicity material accounted for most of the $1 million (27%) increase in expenditure. 
‘The Canadian Government participation in the Canadian Universal and International 
‘Exhibition, Montreal, 1967 entered the firm planning stage during 1964-65 resulting in 
‘increased expenditure of $680,000 (488%). Payments to the Canadian Wheat Board with 
respect to carrying costs of temporary wheat reserves decreased by $5.5 million (14%) to 
($34 million. 

| 36. Transport. The expenditure of $467 million by this Department represented an 
increase of $44 million or 10%. This was largely accounted for by payments of $27 million 
to The St. Lawrence Seaway Authority in reimbursement of the accumulated Welland 
Canal deficit incurred in the calendar years 1959 to 1964, $6 million to the National Har- 
bours Board for outlay relating to the Canadian Universal and International Exhibition, 
Montreal, 1967, and $9 million—from $1 million to $10 million—for the construction of 
coastal ferries, docks and terminals. Other significant increases were $3 million—from $12 
million to $15 million—in payments to the Canadian National Railways in respect of the 
operating deficits of coastal ferries; $3 million—from $21 million to $24 million—in railway 
construction subsidies; $10 million—from $121 million to $1381 million—in air services, 
mainly in respect of administration, operation and maintenance of the various facilities; 
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and $2 million in refunds of amounts previously credited to revenue in respect of the remis- 
sion of air route facility fees. Offsetting these increases were reductions of $4 million (10%) 
in the deficit of the Canadian National Railways; $8 million (20%) in capital subsidies for 
the construction of commercial and fishing vessels; $3 million—from $4 million to $1 mil- 
lion—in respect of the termination of the collection of tolls on Victoria Bridge, Montreal; 
and $3 million of interest on the cost of constructing the railway diversion on the Bridge 
in the preceding year for which there was no comparable expenditure in 1964-65. 


27. Veterans Affairs. The expenditure of $353 million by this Department was $19 
million or 6% higher than in the preceding year. This increase was largely accounted for 
by increases of $10 million (12%) in war veterans allowances and assistance, $7 million 
(4%) in pensions for disability and death and $1 million (85%) in expenditure for hospital 
construction, improvements and equipment. The increases in allowances and pensions 
were mainly the result of higher rates put into effect on September 1, 1964. 


38. Other departments. Expenditure by the “Other departments’’ totalled $175 million, 


oo ae “+. = >= oon a ea 


an increase of $22 million or 14%. An increase of $4 million in expenditure of the Atlantic — 


Development Board included disbursements of $3.6 million from the newly-established 
Atlantic Development Fund. Expenditure by the Department of Industry increased by 
$4.1 million (21%) due to an increase of $2.6 million (378%) in administrative costs and 
an increase of $1.5 million (8%) in costs of sustaining technological capability in Canadian 
industry. An increase of $14 million (190%) in expenditure by the Department of the 
Secretary of State was mainly due to a special grant of $10 million to the Canada Council 
together with an increase of $3.3 million (86%) in expenditure by the Centennial Com- 
mission and transfers to the Centennial of Confederation Fund. The largest decrease was 
one of $11 million in expenditure by the Office of the Chief Electoral Officer. 


Revenue 
39. The Summary of Revenue by Main Classifications and Departments for the 


fiscal year ended March 31, 1965, prepared by the Department of Finance for inclusion 


in the Public Accounts and certified by the Auditor General, is reproduced as Exhibit 4 
to this Report. The summary shows tax revenues accounting for $6,367 million of the total 
revenue of $7,180 million. 


40. The following table summarizes the revenue, by principal sources, for the past 
three years: 


1962-63 1963-64 1964-65 
Tax revenues— 
Personal income tax............. $ 1,744,626,000 $ 1,865,074,000  $ 2,103,282,000 
Corporation income tax.......... 1,182,837 ,000 1,258,957 ,000 1,523,815, 000 
Income tax on dividends, interest, 

Ct Somme abroad. sen eee 129,137,000 124,500,000 143 ,718, 000 
alee titers Ak aE edocs ae 805,971,000 946 , 055,000 1,204,610, 000 
Other excise taxeSine/ av. a ini Shea 260,378, 000 273,415,000 269 , 082 , 000 
Customs duties I RAN Ae roast A 644 ,992 ,000 581,442,000 622, 102,000 
Excise duties ay. sek keene ane 381,866 , 000 393 , 326,000 411,402,000 
Bata teshass thera) eee ke Some 87,143,000 90,671,000 88 , 625 , 000 
Other tax revenues.............. 27,000 92,000 140,000 


5, 236 , 977 , 000 


5,533 , 532,000 


6 , 366 ,776 ,000 
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1962-63 1963-64 1964-65 
Non-tax revenues— 
Return on investments........... 311,861,000 366, 413 , 000 422,694,000 
Net postal revenue.............. 192,772,000 200,717,000 230,436 , 000 
Other non-tax revenues.......... 137 , 099 , 000 152,542,000 160,404,000 
641,782,000 719,672,000 813,584,000 


$ 5,878,709,000 $ 6,253,204,000 $ 7,180,310,000 


41. The amounts shown for income taxes and sales tax do not include collections of 
taxes levied under the Old Age Security Act, R.S., c.200. These collections, which amounted 
to $960 million in the year, were credited to the Old Age Security Fund. A summary of the 
transactions relating to this Fund during the year, in comparison with the corresponding 
amounts for the two previous years, is given in paragraph 151. 


42. Income taxes. Income tax collections for 1964-65 show a net increase of $522 million 
over those of the previous year, $238 million from individuals, $265 million from corpora- 
tions and $19 million from non-residents. 

The increases are due principally to the higher levels of income during the year and to 
the effect during the year of legislation passed in 1963 which moved forward the payment 
dates for corporation income tax. 


43. Sales tax. The increase of $259 million in sales tax over 1963-64 is due in part to 
the imposition in 1963 of a sales tax (4% effective June 14, 1963, increased to 8% effective 
April 1, 1964) on building materials, production machinery and equipment. A further 3% 
tax on these items was levied under the Old Age Security Act effective January 1, 1965. 


44. Other excise taxes. The following is a summary of excise taxes, other than sales tax, 
collected during the year ended March 31, 1965, with comparable amounts for the two 
previous years: 


1962-63 1963-64 1964-65 
PUTS Ne aye Neat 2a el $ 195,313,000 $ 200,211,000 §$ 197,495,000 
Manufactured toDaCeOau i. a. oils oositon. vex 3 19,123,000 23,460,000 17,149,000 
Phonographs, radios and tubes.............. 9,875,000 11,482,000 13,082,000 
Toilet articles and preparations............. 10, 142,000 11,126,000 12,791,000 
Television sets and tubes.................5. 10,059 , 000 10,578,000 10,440,000 
Jewellery, clocks, watches, chinaware, etc..... 5,793,000 6,353,000 6,864,000 
Sy GUMS SMM OUR o  ioly a 5 o sntdeorn teste 4 3,727 ,000 3,814,000 4,092,000 
CEES ER cn ae ee 3,372,000 3, 267 ,000 3,700,000 
SENT KRISS, TAXES oo hice Pipe nic ars %sheme Spd voles 3,350,000 3,505,000 3,816,000 
Refunds and drawbacks.................... — 376,000 — 331,000 — 347,000 


$ 260,378,000 $ 273,415,000 $ 269,082,000 
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45. Excise duties. A listing of excise duties collected during the year ended March 31, 
1965, in comparison with corresponding amounts for the two previous years, is given in the 


following table: 


1962-63 
Cigaretbes) fey aid Peace atte penta. ene $ 157,049,000 
Spirites, 26h. 2o0 eee See ee ee ee 122 ,099 , 000 
Deer RNG oy Pe RE oe ache aunt RR 40.3.6 98, 147,000 
Otherlexcise CuUblese re sot et eee are 9, 463 , 000 
Refunds andidrawbacksurer sama chisekeroeceater: —4,892,000 


1963-64 


$ 157,054,000 
129, 406 , 000 
102, 907,000 

8, 623, 000 
—4, 664,000 


$ 381,866,000 


46. Return on investments. The following is a listing of the revenue from the various 
investments in 1964-65, along with the comparable figures for the two previous years: 


1964-65 


$ 168,797,000 
134,716,000 
105,386,000 

8, 403, 000 
—5, 900,000 


$ 393,326,000 


1963-64 


$ 116,386,000 
85,525,000 
62,594,000 

2,568,000 


$ 411,402,000 


1964-65 


$ 128,238,000 
93 ,349 , 000 
63 , 552,000 
43 ,065 , 000 


1962-63 

Bank ‘ofiCanadan. manta tee tot ee eae $ 96,680,000 
Central Mortgage and Housing Corporation... 79,925,000 
Exchange Fund Account... °2.2-0% 5.022 02.065 35, 227 ,000 
The St. Lawrence Seaway Authority......... = 
Deposits with chartered banks.............. 14,395,000 
Harm CreditiConporsiblole as pare cen rarer 8,482,000 
Canadian National Railways................ 3,824,000 
Veterans, uandeXch loans yee ele eee 6,549,000 
Securities Investment Account.............. 12,351,000 
Loans to National Governments............. 29,272,000 
Polymer Corporation Limited.....2...2.0.. 3,000, 000 
National Harboursms carder. eens eerie 3,631,000 
Export Credits Insurance Corporation....... 578 , 000 
National Capital Commission............... 1,776,000 
Canadian Overseas Telecommunication Cor- 

DORADO ner. facirs hearer eee aeons eet eee 1,971,000 
Northern Canada Power Commission........ 1,696,000 
Eldorado Mining and Refining Limited...... 3,000,000 
Special United States of America securities— 

ColtmibiasRivertlineaity errs ssc eis sere. = 
Northern Ontario Pipe Line Crown Corpora- 

1 (0) eee eR UEC RRUERT AR Hae Senne eR BES 4,087 ,000 
Other loans and investments................ 5,417,000 


13,702,000 
10,869, 000 
13,018,000 
7,373,000 
4,059,000 
26 , 301 , 000 
3,500,000 
3,475,000 
1,061,000 
2,319,000 


1,583,000 
5,846,000 


$ 311,861,000 


by section 28 of the Bank of Canada Act, R.S., ¢.13. 


$ 366,413,000 


to the Receiver General as required by section 30 of the Act. 


19,639,000 
13,934, 000 
11,601,000 
8,308 , 000 
6, 504, 000 
6,383,000 
4,000,000 
3,425 , 000 
3,047 , 000 
2,858,000 


2,706,000 
2,105,000 
1,500,000 


1,150,000 


7,330,000 


$ 422,694,000 


47. The amounts shown for revenue from investment in the Bank of Canada represent 
annual profits earned by the Bank and surrendered to the Receiver General as required 


Revenue from Central Mortgage and Housing Corporation for 1964-65 comprised 
$89,711,000 ($80,297,000 in 1963-64) of interest on advances under section 22 of the Central 
Mortgage and Housing Corporation Act, R.S., ¢.46, and $3,638,000 ($5,228,000 in 1963-64) 
representing the profit for the year ended December 31, 1964 which was transferred 
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Revenue from The St. Lawrence Seaway Authority comprised $43,062,000 paid on 
account of interest deferred in the years 1959, 1961 and 1962 and current interest of $3,000. 
The payment of this interest was possible largely by reason of receipt of $27,073,000 from 
Department of Transport Vote 107d to reimburse the Authority in respect of the accumu- 
lated Welland Canal deficit for the years 1959 to 1964. An additional $13,200,000 was 
available from the proceeds of loans to cover capital expenditure financed initially from 
operating funds. 


Interest at the weekly average accepted treasury bill tender rate for the three months 


treasury bills, less 10%, is earned on deposits with chartered banks in excess of an aggregate 
of $100 million. 


Interest earned on temporary holdings of securities of Canada in the Securities Invest- 
ment Account totalled $5,032,000. A profit of $886,000 was realized on securities sold and 
a profit of $586,000 resulted from the cancellation of certain securities held in the Account. 


The reduction of $19.9 million in interest on loans to National Governments is almost 
entirely due to the Government of the United Kingdom exercising its option to defer the 


_ payment of interest due December 31, 1964 on loans under the United Kingdom Financial 
_ Agreement Act 1946. 


The increase of $2 million in revenue from the Export Credits Insurance Corporation 
results from a substantial increase in advances to enable the Corporation to provide 


long-term financing for export sales of capital goods. 


| Revenue of $1,150,000 on special United States of America securities represents interest 
_to November 1, 1964 at from 4% to 47% on an investment of $219.5 million in medium 


| term non-marketable securities of the United States Government acquired on September 
16, 1964. 


| Loans to the Northern Ontario Pipe Line Crown Corporation were repaid in full in 
| 1963-64. 


| 48. Net postal revenue. The following table shows the gross postal revenue, disburse- 
ments therefrom, and the resulting net postal revenue for the last three years: 


1962-63 1963-64 1964-65 

Gross postal reventie (4.8) 8,0). $ 222,300,000 $ 235,808,000 § 263, 704, 000 
| Disbursements— 
Remuneration of postmasters and staffs at 
certain classes of smaller post offices... .. 25,239,000 29 , 936,000 28 , 828,000 
| Other, disbursementsiie ) 45. oso ba vos de cc 4,289,000 5,155,000 4,440,000 
. 29, 528 , 000 36,091,000 33 , 268 ,000 

Nev postal revenues.) 2.1)... 04 2120, G0) $ 192,772,000 $ 200,717,000 $ 230,436,000 


/ 
| 
| 


The amounts shown for “Other disbursements” mainly comprise charges on parcels 
Mailed in Canada for delivery in foreign countries and transit charges on Canadian mail 
forwarded through foreign countries, together with compensation paid to messengers for 
Special delivery of letters and parcels. 
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49. Other non-tax revenues. An analysis of the amounts shown in the table in para- 
graph 40 for “Other non-tax revenues” for 1964-65, with comparable figures for the two 
previous years, is given in the following table: 


1962-63 1963-64 1964-65 
Services and service fees......-.-+++seerre> $ 46,186,000 $ 51,321,000 $ 60,924,000 
Proceeds from saleS.......+--++ssetrrcctees 26,531, 000 28 , 445, 000 24,250,000 
Privileges, licences and permits.........-+--+ 25,008 , 000 27,172,000 30,825, 000 
Refunds of previous years’ expenditure....... 22,392 ,000 26 , 839 , 000 20,546, 000 
Bullion and coinage.......-++eseresererees 9,404,000 9,717,000 12,299 ,000 
MMiscellanGOUS. «0. cc cme ee © ete enieiaaanee 7,578,000 9,048 ,000 11,560,000 


$ 137,099,000 $ 152,542,000 $ 160,404,000 


Comments on Expenditure and Revenue Transactions 


50. Reference has already been made to the statutory responsibility of the Auditor 
General, under section 70 of the Financial Administration Act, to call attention to specific 
classes of transactions observed during his examinations and to any other case that he 
considers should be brought to the notice of the House of Commons. 


Pursuant to this direction, the following matters relating to the expenditure and 
revenue transactions examined during the fiscal year under review are brought to the 
attention of the House in this Report. Several matters of a similar nature relating to the 
expenditure and revenue transactions of the Crown corporations are also included in this 
section of the Report. 


51. Revised vote pattern. In our 1964 Report (Appendix 1, item 6) reference was made 


to the Third Report 1963 of the Public Accounts Committee tabled in the House on Decem- 


ber 19, 1963 in which it recommended the 


adoption of the revised vote pattern proposed by the Treasury Board for introduction 
into the Main Estimates 1964-65 subject to certain improvements suggested by the 
Auditor General to the Committee. 


The vote pattern actually used in the 1964-65 Estimates differed in certain instances 
from the pattern which had been considered by the Public Accounts Committee. Three of 
the more important variations were as follows: 


1. While the revised vote pattern indicated that there would continue to be separate 
appropriations for “Construction or Acquisition of Buildings, Works, Land and 
Equipment, etc.’”’, these appropriations were combined in a number of instances with 
the related Administration or Operation and Maintenance votes where the amount 
involved was small in relation to the amount of those votes. 


An exception was the Department of National Defence where the Construction 
votes were combined with the Operation and Maintenance votes for each of the three 
Services although more than a relatively small amount was involved. This made pos- 
sible transfers during the year, with the approval of the Treasury Board, between the 


i 


a 5 
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Operation and Maintenance allotments and the Construction allotments in Votes 15, 


20 and 25 of amounts of $40,000, $850,000 and $5,675,000 in order to utilize available 
funds in these allotments. 


2. The following provision was added to the Operation and Maintenance and Construction 
votes of the three Services and to the Defence Research Board Vote 30, for Operation 
and Maintenance, and Vote 35 for Construction: 


including authority, notwithstanding the Financial Administration Act and section 11 of the 
Surplus Crown Assets Act and subject to the approval of the Treasury Board, to spend revenues 
received from the sale of surplus materials, supplies and equipment. 


Under this provision the proceeds from sales by Crown Assets Disposal Corporation 
during the year of materials declared surplus by the Department amounting to 
$6,959,000 were credited to these appropriations thus supplementing the amounts 
included in the Estimates. 


3. Vote 40 of the Department of Public Works under the heading of ‘Roads, Bridges and 
Other Engineering Services” in the revised vote pattern provided for “Construction or 
Acquisition of Buildings, Works, Land and Equipment as detailed in the Estimates’. 
However, in the 1964-65 Estimates the following provision was added: 


the amount within the vote to be expended on individually listed projects may be increased or 
decreased subject to the approval of Treasury Board. 


This provision made possible the transfer of $450,000 of the $500,000 which had 
been included in the appropriation “Towards federal share of the cost of City of Ottawa 
projects’”’ to another project, “Towards the cost of planning a causeway and associated 
structures across Northumberland Strait’’. 


The revised vote pattern made possible a number of transfers of funds between services 
vith the Treasury Board’s approval, which would not have been possible under the previous 
rote pattern. Examples of these are: 


1. Department of Northern Affairs and National Resources 


(a) An amount of $55,000 was transferred within Vote 15 to National Parks and 
Historic Sites and Monuments of which $40,000 was made available from Branch 
Administration and $15,000 from Canadian Wildlife Service. 

| (6) An amount of $100,000 was transferred within Vote 20 (the Construction vote 


associated with Vote 15) to National Parks and Historic Sites and Monuments 
from Canadian Wildlife Service. 


etc., an amount of $100,000 was transferred to the Water Resources Branch out of 
an amount of $950,000 which had been included in Supplementary Estimates (A) 


| (c) In Vote 30 for Water Resources—Administration, Operation and Maintenance, 
| for “Nelson River—Expenditures in connection with investigations, etc.” 


| 2. Department of Public Works 

In Vote 15 an amount of $750,000 was included in the details of the Estimates for 
| “Miscellaneous works not otherwise provided for, including expenditures on works on 
other than federal property’’. By transfers from other items in the details of the Esti- 
mates which provided for construction in the various provinces, an additional amount 
of $3,150,000 was made available for miscellaneous works. 


24 AUDITOR GENERAL’S REPORT 


3. Department of Transport 

(a) In Vote 10 for the “Construction or Acquisition of Buildings, Works, Land, Vessels — 

and Equipment including payments to Provinces or Municipalities as contribu- 

tions towards construction done by those bodies”, an amount of $3,779,000 was 

included for canals. By means of transfers of approximately equal amounts from 

special provisions for the St. Lawrence and Saguenay Rivers Ship Channels and 

the Canadian Coast Guard, this provision for canals was increased by a further 
$2,127,000. 

(b) Within Vote 20 which provided for “Railways and Steamships—Construction or 
Acquisition of Buildings, Works and Land, Dock and Terminal Facilities, and of 
Vessels and Related Equipment, etc.” an amount of $500,000 was transferred 
from the provision for Nova Seotia-East Coast, Newfoundland, Terminals Devel- 
opment to Ferry Vessels and Equipment. 


52. Prairie Farm Emergency Fund. 'The deficit in the operations of this Fund during 
the year was $367,000 compared with deficits of $1,073,000 and $7,295,000 in 1964 and 1963. 

The Fund operates as a special account within the Consolidated Revenue Fund to 
record transactions under the Prairie Farm Assistance Act, R.S., ¢.213. Under the Act a 
levy of 1% is imposed on the price of grain purchased by licensees under the Canada Grain 
Act and the moneys collected, which totalled $10,238,000 during the past year, are credited 
to the account. Awards are made to eligible farmers in areas affected by crop failure in the 
provinces of Manitoba, Qaskatchewan and Alberta and the Peace River District of British 
Columbia. During the year awards amounted to $10,605,000 and the $367,000 by which 
these exceeded the revenue from the 1% levy was charged to Department of Agriculture 
Vote 75d. 

The Act provides assistance to farmers where a general crop failure has occurred. The 
minimum area that can normally be considered a general crop failure area is an entire 
township, but section 6(b) provides that a rectangular block of sections, having an area of 
not less than one-third of a township, can be declared eligible for an award as though it were 
a complete township. Under section 6(a) additional sections of land that lie alongside of 
the boundary of an eligible township can be added to the township. It was the opinion of 
the Deputy Minister of Justice that a block of land which is eligible for an award under 
section 6(b) cannot be regarded as an eligible township for the purposes of making other 
sections of land having a side that lies along its boundary eligible for an award under section 
6(a). Nevertheless, during the period December 1, 1964 to March 31, 1965 some $909,000 
was paid to farmers in respect of crop failures on land purportedly under section 6(a) by 
reason of being alongside of a rectangular block of land eligible under section 6(b). These 
payments were regularized by a dollar vote included in Appropriation Act No. 2, 1965, 
assented to April 3, 1965. The vote in question is Department of Agriculture Vote 70d 
which declared that any block of land eligible for an award under section 6(b) was an eligible 
township for purposes of section 6(a) and ratified any previous awards made on this basis. 

No awards are made in respect of sections of land where the average yield of wheat is 
12 bushels or more per acre. However, a farmer occupying part of a section of land is entitled 
to receive an award even though the yield on his land exceeds 12 bushels per acre if the 
other occupant of this particular section has a yield low enough to bring the average yield 
for the section below 12 bushels per acre. Three cases were observed where farmers were 
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paid $310, $135 and $44 where their yields were 13.5, 14.8 and 21 bushels per acre respec- 
tively. In another township, which was eligible on the basis of wheat being the predominant 
crop, two cases were observed where awards were made to farmers who had very successful 
harvests of coarse grains. One farmer harvested 2,700 bushels of oats on 100 acres and the 
other 3,600 bushels of rye on 180 acres. Converted to a wheat-yield basis, the yield would 
be 13.5 and 26.6 bushels per acre. These farmers were paid awards of $315 and $400 respec- 
tively. 

Inspections of areas where general crop failures have occurred are made to secure 
information from farmers to determine the actual yield of grain on each parcel of land. 
This is recorded on a “cultivated acreage report”’ which is signed by the farmer and the 
Inspector. Two methods of verifying the information given by a farmer are measurement of 

his grain bins and examination of his Wheat Board permit book. Inspectors are required 
to measure bins and examine permit books or explain why they have not done go on the 
cultivated acreage reports. Our limited test revealed that Wheat Board permits were not 
examined in all cases and the bins were not always measured. However, measurement of 
the bins does not assure accuracy of the reports because wheat grown in one year may be 
stored with wheat produced in a previous year or in bins located outside the crop failure 
area. Furthermore, it is frequently impossible to examine storage bins located in remote 
locations when country roads are practically impassable due to inclement weather. As a 
result the inspector is forced to rely on information given him by the farmer. 
| During the year a special branch was set up, with headquarters in Regina, to make 
spot checks of selected areas. One of the reports of this special branch concerned a 
suspected area in Alberta. The investigator reported that there appeared to be no doubt 
that falsification of cultivated acreage reports was the rule rather than the exception and 
that the elevator agents were also involved. Quantities of wheat on hand, stated to have 
been produced in the previous year, did not agree with grades of that year. Sales of grain 
were made in locations other than the location shown on the permit books and there was 
also a strong indication that considerable wheat had been sold to a feed processing plant. 
There appeared to be no doubt that considerably more wheat had been produced in 1964 
than had been shown on the cultivated acreage reports. Eleven townships were involved. 
No payments had been made in the area and the municipalities had been requested to 
withdraw applications for awards. 
_ The Commission of Inquiry established by Order in Council on December 21, 1963 to 
nquire into payments made under the Act, in its report of June 10, 1964, observed that 
she present system of processing cultivated acreage reports through the employment of a 
arge number of inspectors was both unnecessary and expensive and did not assure accuracy. 
The Commission noted that new permit books are issued at the end of each crop year and 
‘ecommended that, as a condition precedent to a farmer having a right to secure an award, 
1e be required to set forth in his permit book, at the time he receives it, a statement of 
grain on his farm. The Commission also recommended that all farmers in an area affected 
de required to complete cultivated acreage reports when a municipality makes an applica- 
ion for assistance, so that it would not be necessary for inspectors to secure these reports. 
n our opinion these two recommendations require implementation. 


| 
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Last year we noted that the Board of Review, established under the Act to decide 
questions concerning eligibility for awards and other relevant matters, did not maintain 
any minutes and, as a result, difficulty was experienced in verifying certain awards under 
the Act. This condition still exists. 

Since inception of the Act three townships have received crop failure assistance in 24 
out of 26 crop years and 30 surrounding townships were eligible in 21 years of the same 
period. We again recommend that consideration be given to the elimination from eligibility 
for awards, of marginal land on which crop failures continuously occur from year to year, 
and also to the repeal of section 7 of the Act which requires every award to be paid in the 
month of December. It is impossible to comply with this section of the Act as most of the 
awards cannot be paid until January or February. 


53. Loss arising from delay in acceptance of offer to purchase land. Karly in 1962 the 
Prairie Farm Rehabilitation Administration opened negotiations for the purchase of certain 
properties required in connection with the construction of a water reservoir in Saskatch- 
ewan. One of the owners concerned offered to accept the sum of $10,750, in full and final 
settlement for his property, on the condition that payment be made on or before October 
31, 1962. 

The offer was forwarded to P.F.R.A. headquarters in Regina on May 29, 1962 and 
was sent to Ottawa on July 31, 1962. Order in Council P.C. 1962-2/1336 of September 27, 
1962 authorized acquisition of the property involved but it was not until late in October 
that a solicitor in the Province of Saskatchewan was appointed to handle the conveyance. 
On November 3, 1962 solicitors for the landowner advised that, because the condition set 
out in the Offer to Sell as to time of payment had not been complied with, the offer had 
been withdrawn. 


Since the land in question was essential to the water storage project, the Department 
of Agriculture undertook expropriation proceedings in 1964. Settlement was then made 
with the landowner for $16,000, an increase of $5,250 over the amount agreed upon prior 
to withdrawal of the original offer. 


54. Loss on advances for construction of potato warehouses. Order in Council P.C. 2017 
of April 20, 1950 authorizes the Minister of Agriculture to grant financial assistance to 
co-operative associations for the construction of potato warehouses. The regulations 
eoverning the grants require co-operative associations applying for assistance to assume 
not less than one-quarter of the cost of construction, the province to pay the remainder. 
Following construction of a warehouse, the federal Government reimburses one-half of the 
amount paid by a province. One-half of the subsidy received by a co-operative association 
is required to be repaid by a volume levy on all potatoes and other produce handled by the 
warehouse. 

It has not been the practice to protect the recoverable portion of a subsidy by means 
of a mortgage on the warehouse and two cases were noted where amounts required to be 
repaid by co-operative associations will not be recovered. 


a. 
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In 1960 the Province of Saskatchewan paid $75,728 to a co-operative association for 
construction of a potato warehouse and in 1962 the federal government paid $37,864 to 
the Province as its share of the subsidy. 


The manager of this co-operative association was also the manager of a nearby family- 
owned potato chipping plant. A member of the family was on the board of directors of the 
co-operative association and it soon became apparent that the warehouse was being run 
solely for the needs of the chipping plant. In 1960, 1.5 million pounds of potatoes in storage 
were not offered for sale even though wholesalers in the three northern cities of the Province 
were buying potatoes in Alberta and Manitoba. It was the opinion of the trade that all the 
potatoes could have been sold on the commercial market. Some of the potatoes were 
stored in a special insulated bin and, in order to condition them for chipping, the tempera- 
ture in this bin was raised. However, the heat loss from this bin penetrated the other bins 
of the warehouse. Advice from many sources on the necessity of marketing the potatoes 
was ignored and $50,000 worth of potatoes were allowed to rot in the warehouse. 

The chipping plant did not prosper and went into liquidation owing the co-operative 
association some $12,000. To finance its operations the co-operative association then 


borrowed $40,000 from a loan company and gave as security a first mortgage on the potato 
warehouse. 


The losses incurred on the 1960 potato crop deterred growers and by 1962 it was 
svident that the warehouse could not operate economically. In 1964 the mortgagee was 
allowed to sell the warehouse. No amount was received on account of the levy on the 
volume of the produce handled while the warehouse was in operation and it now appears 
shat neither the provincial nor federal governments will recover any part of the $18,932 
lue to each. 

_ In the second case, a co-operative association received $26,930 from the Province of 
3ritish Columbia to assist in the construction of a potato warehouse and in 1960 the 
ederal Government reimbursed the Province one-half of the subsidy which it had paid. 
\fter a year’s operation the co-operative association was dissolved while still owing $2,890 
0 the contractor who had built the warehouse and a further sum of $3,178 to a member 
vho had advanced this sum to the co-operative association. Both amounts were secured 
ry mortgages and when foreclosure proceedings were commenced the Province of British 
Yolumbia paid off the mortgages and rented the warehouse. The provincial Government is 
resently negotiating the sale of the warehouse for $10,000 and, after deducting the $6,068 
aid on the mortgages, will divide the remainder equally between the two governments. 
*he federal Government will then have received only $3,497 and therefore will lose $3,236 
f the recoverable portion of the subsidy. 


In our opinion, consideration should be given to taking security, in the form of a first 
iortgage on each warehouse or in some other form, for that portion of the subsidy recover- 
ble by the provincial and federal governments. 


55. Effect of change in method of financing capital expenditures of the Canadian Broad- 
wting Corporation. Paragraph 187 in the Crown Corporations section of this Report 
tcludes comments regarding the operations of the Canadian Broadcasting Corporation. 
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As required by section 35(1) of the Broadcasting Act, 1958, c.22, the Canadian Broad- 
casting Corporation submits a capital budget and an operating budget for each financial 
year for approval by the Governor in Council on the recommendation of the responsible 
Minister and the Minister of Finance. Each year, from the proclamation of the Act until 
March 31, 1964, funds to meet each of these budgets have been provided by two separate 
grants under Appropriation Acts, both charged to budgetary expenditure. 

The funds required by the Corporation to meet its capital expenditure during the 
year ended March 31, 1965 were provided by means of loans from the Government instead 
of grants. The relative vote of Appropriation Act No. 10, 1964 provided for: 


Loans to the Canadian Broadcasting Corporation for the purpose of capital expenditures, 
subject to terms and conditions prescribed by the Governor in Council—$14,250,000. 


These loans, repayable by the Corporation in equal annual instalments over the next 
twenty years, with interest payable at rates of 54% and 53% per annum, are included 
in ‘Loans to and investments in Crown corporations” appearing as an asset item on the 
Statement of Assets and Liabilities of Canada (see paragraph 149). As a consequence, the 
Statement of Expenditure and Revenue of Canada was not prepared on a basis consistent 
with that of the preceding year and the resultant deficit of $37,965,000 shown on that 
Statement has been under-stated to the extent of the capital expenditures of $14,250,000. 
This procedure is a contradiction of the long-standing principle of the Department of 
Finance that only realizable or interest- or revenue-producing assets should be offset 
against the gross liabilities on the Statement of Assets and Liabilities with costs of capital 
works being charged to expenditure at the time of acquisition or construction. This subject 
is dealt with further in paragraph 167 under the Comments on Assets and Liabilities. 
The Canadian Broadcasting Corporation is not in a position to repay either principal 
or interest on loans such as these unless it is placed in funds for the purpose. Consequently, 
the grant of $85,869,000, provided by Appropriation Act No. 10, 1964 to cover the net 
operating requirements of the Corporation included an amount of $374,000 to enable the 
Corporation to pay the interest on the loans. Receipt of this interest by the Department 
of Finance is recorded under the heading of ‘“Non-tax Revenues—Return on Investments”. 
This procedure has the effect of increasing the recorded amount of both the revenues and 
expenditures of Canada in violation of generally accepted accounting principles. 


The 1965-66 Estimates tabled on March 22, 1965, but not yet approved by Parliament, 
include a grant of $97,044,000 “‘in respect of the net operating amount required to dischargé 
the responsibilities of the national broadcasting service”. This amount includes the first 
principal repayment of $710,000 and interest of $1,170,000 on the loans made in 1964-65 

The wording of the Vote does not disclose this information nor is it provided in tht 
Details of Services. 


56. Salaries and wages paid for work not performed. In the course of the audit of th 
payrolls of the Canadian Broadcasting Corporation we noted that program costs include 
payments to employees for scheduled hours during daily or weekly tours of duty whiel 
were in excess of the actual hours of attendance. F 
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All payments were in accordance with the articles of the various union agreements 
and our tests did not reveal any discrepancies in their application. 

In order to determine the extent of these costs, a special study was made of the pay- 
rolls of the Toronto Area and English Network for the period November 23 to December 
20, 1964 and of the Quebec Region and French Network for the period February 22 to 
March 21, 1965. 

Our study for the selected four-week periods disclosed the amount of scheduled time 
in excess of actual, as follows: 


Com- 
Hours _ pensation 


p oronto Areajand English Network. 04.0... ..sesieceecsecc eee 5,614 = $ 14,862 
Quebec Region and French Network...2. 0.0.0.0... ..cecceccececeecec ccc. c, 7,950 20 , 423 


13,564 $ 35,285 
} = 


' Other tests have served to confirm that this situation prevailed throughout the year. 
Jn the basis indicated by our test examinations, payment of salaries and wages for work 
‘ performed would amount to approximately $450,000 for the year. 


The majority of the employees receiving this compensation were credited for hours not 
Merked during each of the four weeks included in our study. Figures for three of the 
he classes selected for the test, comprising some 636 employees receiving $23,379, 
r 66% of the payments, indicated that the additional compensation averaged $36 for the 
veriod. The Corporation has advised us that it regards payment of compensation cal- 
ulated in this manner as proper, having regard to the effect of scheduling requirements for 
ts present studio facilities, the availability of artists, the exigencies of actuality broadcasts 


nd the nature of broadcast program production. 


Since the procedure followed results in payment for work not performed, it is, in our 
pinion, non-productive expenditure of the type which the Public Accounts Committee 
as requested be brought to the attention of the House. 


| 57. Financing of the 1967 World Exhibition. Paragraph 189 in the Crown Corporations 
section of this Report includes comments on the operations of the Canadian Corporation 
or the 1967 World Exhibition during the past year. 


_ As explained in that paragraph, the existing legislation provides that grants provided 
y Canada, the Province of Quebec and the City of Montreal must not exceed $20 million, 
‘5 million and $5 million, respectively, a total of $40 million. The federal contribution is 
iS to $20 million under section 11 of the Canadian Corporation for the 1967 World 
-xhi 


ibition Act. 

The present revised overall plan approved. by Canada and the Province of Quebec, as 
povided for under section 10 of the Act, estimates total costs of $250,704,000 for the 
xhibition with revenues, salvage and asset recoveries estimated at $189,123,000. As this 
tward estimate indicates a net cost or deficit of $61,581,000 at the close of the Exhibition, 
éter allowing an estimated $56,039,000 for the value of the assets remaining at that time, 
i follows that the Corporation’s total requirement by way of grants is $117,620,000 based 


| 
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on present estimates. Because of the limits imposed by the present legislation of Canada 
and the Province of Quebec as to the amount of the grants which may be made to the 
Corporation, changes will be required in this legislation before these additional substantial 
erants may be made. Unless these additional grants are provided, this total requirement 
(less $40,000,000 already eranted) will have been financed by loans and the Corporation 
will be burdened with the cost of additional interest and at the conclusion of the Fair will 
not have the cash resources necessary for payment of the indebtedness. 

In addition to the federal contribution of $20 million to the Corporation, subsection 
(5) of section 12 of this Act provides for temporary borrowings from the federal Govern- 
ment but the aggregate of all amounts loaned under this subsection and outstanding at 
any time shall not exceed $1 million. 

Subsections (1) to (4) of section 12 of the federal Act make provision for the Corpora- 
tion to issue securities guaranteed by Canada and Quebec. Following the close of the year, 
the Corporation made arrangements to issue such securities and Canada proposes to 
purchase and hold them to the extent of $80 million, as evidenced by Department of 
Finance Vote L26b of Supplementary Estimates (B) which were submitted to the House 
on June 22, 1965. Although this vote was not passed by Parliament before it recessed a 
June 30, 1965, seven-twelfths of the amount was approved by Appropriation Act No. 6, 
1965 assented to on that date. | 

The restrictive sections of the Canadian Corporation for the 1967 World Exhibition 
Act, namely sections 11 and 12 outlined above, cause us to question whether Parliament 
originally intended that Canada should purchase securities of the Corporation. 


58. Questionable charges to Vote 15 of the Department of Citizenship and Immigration. 
For several years this Office has been concerned with whether welfare and educational 
expenditures on non-Indians, other than on a recoverable basis, were within the ambit of 
the Indian Affairs Branch votes of the Department of Citizenship and Immigration. In 
1961 we referred the matter to the Secretary of the Treasury Board and certain restrictive 
words were dropped from the text of the welfare vote, as they had been previously from the 
vote for education of Indians. We suggested at the time that all doubt be removed by 
modifying the text of each vote to indicate clearly that certain categories of non-Indians 
were included. This suggestion was not followed. 

In conformity with the revised vote pattern introduced in the Main Estimates 1964-68, 
a number of vote texts of the Indian Affairs Branch including administration, Indian 
agencies, welfare, economic development and education were consolidated in one vote 
heading which reads: 


Vote 15—Administration, Operation and Maintenance including expenditures 02 
works on other than federal property, grants and contributions as detailed in the Estimates, 
recoverable expenditures under agreements entered into with the approval of the Governol 
in Council with the Governments of the Provinces and Territories and with local School 
Boards in respect of social assistance to persons residing on Indian reserves other than 
Indians and the education in Indian schools of children other than Indian children, and te 
authorize the Minister of Citizenship and Immigration to provide, in respect of Indian com: 
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mercial activities, for the instruction and supervision of Indians, the furnishing of materials, 
the purchase of finished goods and, notwithstanding any other Act, the sale of such finished 
goods. 


In 1964-65 this vote was charged, like the votes of previous years, with non-recover- 
able welfare and educational expenditures on non-Indians residing on reserves. 
In our opinion, the only permissible expenditure on non-Indians authorized by the 
vote is expenditure specifically provided for in the vote, that is, expenditure made on a 
recoverable basis under agreements with the governments of provinces and territories and 
with local school boards. 


59. Disposal of surplus plant. In March 1964 the Minister of Defence Production was 
authorized to solicit and negotiate bids for the sale of three plants operated by Canadian 
-Arsenals Limited. Bids were invited for each of the plants, the prospective purchaser 
| being required to demonstrate a capability to manage manufacturing facilities involving 
military equipment, state his intention to retain the defined military explosive manufac- 
| turing capabilities and indicate his proposed use of the remaining plant capacity. Only the 
| DeSalaberry plant was sold. 

Only one bid was received for this plant which is located on 1,094 acres fronting on the 
‘St. Lawrence River near Valleyfield, Que. The original cost of the plant’s land, buildings, 
‘machinery and equipment was $18,210,000. Over the past six years its operations have 
Tesulted in losses averaging $1.5 million annually, exclusive of any charge for depreciation 
of its buildings and equipment, and departmental officials estimated that future operating 
losses would be about $1 million annually. 

| . In May 1964 an independent appraiser advised Crown Assets Disposal Corporation 
that a fair market value of the property, exclusive of machinery and equipment, would be 
$6,492,000, subject to the qualification that if any use of the property, other than the use 
to which it is now put, were to be contemplated by a purchaser, then the value would be 
but a fraction of the figure mentioned because most of the buildings are one-purpose struc- 
tures. At the same time machinery and equipment in the plant were separately evaluated 
on an estimated recovery basis by officials of Canadian Arsenals Limited, Department of 
Defence Production and Crown Assets Disposal Corporation at $1,405,000. This placed 
the total appraised fair market value of the land, buildings, machinery and equipment at 
$7,897,000. 

| The company that had submitted the bid planned to use the facilities for manufac- 
turing propellants and military high explosives and to develop suitable propellants for 
commercial ammunition. The company also proposed to investigate the commercial appli- 
sation of that part of the facilities designed for the production of nitrocellulose and nitric 
acid but did not contemplate that its foreseeable production would ever fully utilize the 
olant capacity available. 

| Taking into consideration the appraiser’s qualification in valuing the property, the 
act that the company could not utilize the full plant capacity and that a major portion of 
he plant could not be commercially utilized without substantial conversion, it was con- 
luded that the fair market value of the land, buildings, machinery and equipment should 
»e reduced from $7,897,000 to $4,137,000. 


| 


32 AUDITOR GENERAL’S REPORT 


The company offered to purchase the land, buildings, machinery and equipment for — 
$1 million and to pay $757,000 for the active inventory on the premises. It also indicated 
that, as a condition of sale, it was prepared to retain the skills and capabilities of the plant — 
to produce defence supplies for a period of ten years without cost to the Crown and to- 
retain items of equipment and special tooling essential to such production and to accord 
first priority to defence contracts. The company’s offer was accepted and the sale com- 
pleted on this basis on March 31, 1965. 


60. Defence Production Revolving Fund. Section 16 of the Defence Production Act, 
R.S., c.62, established the Defence Production Revolving Fund in an amount not to exceed 
$100 million for the purpose of acquiring, storing, maintaining, and transporting stocks of — 
materials or defence supplies, and providing working capital loans and advances to persons 
engaged in defence work. The section provides that no amount may be credited to the — 
revolving fund to reimburse the fund for any loss sustained except pursuant to an appropria-_ 
tion by Parliament for that purpose. However, the Act is silent with respect to the treat- 
ment of any surplus. q 

The Financial Administration Act requires a surplus in a revolving fund to be “trans- _ 
ferred from the revolving fund as revenue” and it also includes a provision similar to that 
appearing in the Defence Production Act that “no amount may be credited to the revolving q 
fund to meet the deficiency except with the authority of Parliament’”’. These directions — 
with regard to treatment of surpluses and deficits seem to us to clearly indicate that Parlia- : 
ment wishes to be made aware of losses sustained through the operations of revolving funds 
and does not intend that any such losses be absorbed by a previously accumulated surplus. | 

In 1956 there was a surplus of $470,000 in the Defence Production Revolving Fund 
and the Auditor General’s Report for that year drew attention to this surplus because it — 
was believed to be the intent of Parliament that all revolving funds surrender surpluses at 
each year-end. 


No action was taken with regard to the surplus reported in 1956 and by March 31, 
1965 there was an accumulated surplus of $1,818,000 in the Defence Production Revolving 
Fund comprising: 


Interest received under aircraft sales contracts.........ce cece sree cree es ee reser erscees $ 1,111,000 
Interest received on working capital advances......... esse esse creer reece cceccreeeecs 14,000 
Net profit on strategic material inventory transactions: 

Disposal completed... c.s.c.. ache eee 50500 <4 2p SMe ie nuts ain oon aaa Caras = ones 730,000 © 

Tn process of disposal. (55 hance Sede Diep le wecies whe arse ty ete ale) Wet alenrers 3 Nee ut ame eo nro 1,000 

1,856,000 

Less: Warehousing and other expenses relating to inventories still on hand..........+++- 38 , 000 

$ 1,818,000 

——_—_—— 


In the absence of specific provisions in the Defence Production Act with respect to the 
treatment of surplus, departmental officers have taken the view that surplus, whether 
derived from interest earned or profit on a strategic material inventory that has been 
completely disposed of, should be retained in the Fund as protection against possible losses 
on future transactions. f 
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We do not agree with this view. If income of the type above is to be left at the dis- 
cretion of the department in a revolving fund to cover possible future losses in that fund, 
parliamentary control of public money is weakened because losses which should come under 
parliamentary scrutiny would not be adequately disclosed. Moreover, unless a surplus is 
transferred from a revolving fund to the Consolidated Revenue Fund, budgetary revenues 
are understated. 


61. Department of External Affairs missions abroad. In our 1964. Report (paragraph 49) 
reference was made to a defalcation by a locally-engaged accountant employed by the 
Canadian Mission in Canberra, Australia. Inadequate supervision of the accountant’s 
work and weaknesses in the departmental system of internal financial control were the 
main factors contributing to the delay in detecting the defalcation. 


Discussions were held a year ago with departmental officers concerning these weak- 
nesses. Although the Department despatches inspection teams at regular intervals to 
examine the operations of embassies and missions, their work does not include any examina- 
tion of the accounting and financial records. In the past the Audit Office has not made test 
audits of these accounts, mainly because paid cheques, receipted vouchers and related 

_ documents are forwarded to the Department in Ottawa for verification. 


In our discussions it was agreed that the Department would consider setting up a 
small internal audit staff and in the meantime the Audit Office would carry out test 
examinations at a number of posts to the extent it could integrate this work with other 
assignments, thereby keeping travel overhead to a minimum. 
| Following this arrangement, we made test examinations of the financial transactions 
and related administrative procedures of several embassies abroad during the past year. 
In each case detailed reports outlining the scope of the work undertaken and the results 
obtained were provided to the Department together with comments and suggestions for 
the improvement of practices and procedures found to exist in the posts visited. Action 
| has been taken by the Department on the points raised. 


A matter of concern at one of these embassies has not yet been resolved. Claims had 
been received from a local shipping company covering shipments of personal effects of 
staff members returning to Canada during the years 1961 to 1964. While delay had occurred 
in clearing and paying the 1962-64 portion of the claims because proper documentation was 
not provided by the company, the accounting records of the embassy showed that the 1961 
portion, which amounted to $2,230 at the current rate of exchange, had actually been paid 
‘in cash in 1961. 

| The shipping company maintains that it has never received any payment from the 
embassy in respect of these 1961 accounts. It states that its invoices, which are filed at 
headquarters in Ottawa, were not receipted, the signatures appearing thereon being merely 
certification by its accountant that the invoices were correct. 


The matter is under study by the Department at the present time. 


| 62. Indirect compensation to chartered banks. In our 1962 and 1963 Reports reference 
‘was made to the practice of the Government of maintaining large balances on deposit with 
the chartered banks, receiving interest only on the balances in excess of an aggregate of 


| 
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$100 million. The view was expressed that this constituted indirect compensation to the 
chartered banks for services provided to the Crown and was contrary to section 93(1) 
of the Bank Act. 

The Public Accounts Committee in its Fourth Report 1963 advised the House that 
it was in agreement with the view of the Auditor General, and in its Sixth Report 1964 
it reiterated its belief that, if the banks are to be compensated for services provided to the 
Crown, consideration should be given to the most equitable manner in which this may 
be done, with statutory sanction being given by means of an appropriate amendment to 
the Bank Act, possibly at the time of the decennial revision in 1965 (see Appendix 1, 
item 29). 


At the 1965 session of Parliament, Bill C-102, entitled ‘“An Act respecting Banks 
and Banking’, was given first and second readings and referred to the Standing Com- 
mittee on Finance, Trade and Economic Affairs. Clause 93 of this Bill reads as follows: 


93. (1) No bank shall make a charge for cashing a cheque or other instrument drawn 
on the Receiver General or on his account in the Bank of Canada or in any other bank, or 
for cashing any other instrument issued as authority for the payment of money out of the 
Consolidated Revenue Fund, or in respect of any cheque or other instrument drawn in 
favour of the Receiver General, the Government of Canada or any department thereof or 
any public officer in his capacity as such, and tendered for deposit to the credit of the 
Receiver General. 


(2) Nothing in subsection (1) shall be construed to prohibit any arrangement between 
the Government of Canada and the bank concerning interest to be paid on any or all de- 
posits of the Government of Canada with the bank. 


(3) No bank shall directly or indirectly charge or receive any sum for the keeping of 
an account unless the charge is made by express agreement between the bank and the 
customer. 


It should be noted that subsection (2) of clause 93 of this Bill is designed to permit 
the continuation of the practice of compensating the banks indirectly for services provided — 
to the Crown by keeping non-interest bearing funds (currently an aggregate of $100 
million) on deposit with them. 


63. Special Government contributions to superannuation accounts. Reference was made 
in paragraph 50 of last year’s Report to the deficiency in the Public Service Superannuation 
Account which resulted when no special credits were made to the Account in respect of 
salary increases granted to civil service classes in four consecutive years as the result of 
cyclical salary reviews, although subsection (2) of section 32 of the Public Service Super- 
annuation Act, 1952-53, ¢.47, then read: 


There shall be credited to the Superannuation Account, as soon as possible following 
the authorization of any salary increase of general application to the Public Service, such 
amount as, in the opinion of the Minister, is necessary to provide for the increase in the 


cost to Her Majesty in right of Canada of the benefits payable under this Act, as a result 
of such salary increase. 


We were informed that the reason no such special credits were made to the Account 
as required by section 32 was that the salary increases granted to the four categories into 
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which the service had been divided for salary review purposes were not regarded as increases 
“of general application” for the purposes of the statute. 

On March 6, 1964 the Minister of Finance informed the House of Commons of a 
general policy for dealing with the deficiencies in the various superannuation accounts. 
It was proposed to write off deficiencies existing prior to the commencement of the 1963-64 
fiscal year to net debt and to amortize subsequent deficiencies arising from salary increases, 
over a five-year period commencing in the year in which the increases are authorized. In 
accordance with this policy, and pursuant to Department of Finance Vote 68e of the 
final Supplementary Estimates for 1963- 64, recorded deficiencies of $524,849,000 in the 
Canadian Forces Superannuation Account and $6,333,000 in the Royal Canadian Mounted 
Police Superannuation Account were written off to net debt. Similar action was not taken 
at that time with respect to a recorded deficiency of $276,661,000 as at December 31, 1957 
in the Public Service Superannuation Account. 

When the quinquennial actuarial report on the Public Service Superannuation 
Account as of December 31, 1962 was tabled on November 12, 1964, the Minister stated 
that authority would be sought from Parliament later in the year to write off to net debt 
an additional deficiency of $110,536,000 revealed by the report, plus interest (as well as 
the previously existing deficiency of $276,661,000) and to charge the deficiencies arising 
from pay increases authorized during the fiscal years 1963-64 and 1964-65 against expend- 
ifure over a five-year period commencing with 1964-65. 


| _It was calculated by the Department of Insurance that the deficiency in the Super- 
annuation Account as at December 31, 1962 plus interest to December 31, 1964 would 
x to $119,556,000 and that the additional deficiency arising from pay increases 
uuthorized i in 1963-64, with interest to December 31, 1964, would amount to $30, 506,000. 


_ To carry out the new policy, three Department of Finance votes were included in 
she Supplementary Estimates (D), 1964-65. Vote 24d authorized the write-off to net debt 
of $396,217,000 representing the unamortized actuarial deficiency of $276,661,000 in the 
Public Service Superannuation Account as at December 31, 1957 and the deficiency of 
5119, 556,000 as at December 31, 1962, including interest to December 31, 1964 (see 
daragraph 175). Vote 16d provided for the initial contribution to the Public Service 
Superannuation Account to amortize deficiencies resulting from the authorization of 
alary increases during the 1963-64 and 1964-65 fiscal years “each one of which was 
plicable to at least one-quarter of one per cent” of the contributors under the Act. 
\ dollar vote (18d) was included to amend the Public Service Superannuation Act, the 
Janadian Forces Superannuation Act and the Royal Canadian Mounted Police Super- 
mnuation Act to require that the deficiency resulting from any salary increase ‘applicable 
0 at least one per cent’’ of the persons covered by the respective Acts be amortized over 
five-year period commencing in the year in which the increase is authorized. This vote 
vas withdrawn in Committee of Supply and its provisions were incorporated in Chapter 5, 
965, “An Act to amend certain Acts respecting the superannuation of persons employed 
1 the Public Service, members of the Canadian Forces and members of the Royal Canadian 
a Police’, assented to on June 2, 1965. 
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The amendments to the Canadian Forces Superannuation Act and the Royal Canadian 
Mounted Police Superannuation Act were made effective from January 1, 1965, thus 
providing statutory authority to charge one-fifth of the deficiencies in those accounts 
arising from pay increases in 1964-65 to expenditure of the year. 

Subsection (2) of section 32 of the Public Service Superannuation Act, as amended 
by Chapter 5, 1965, now reads: 

There shall be credited to the Superannuation Account, following the authorization of 
any salary increase applicable to at least one per cent of those persons employed in the 
Public Service who are contributors, in five equal annual instalments commencing in the 
fiscal year in which the salary increase 1s authorized, such amount as, in the opinion of the 
Minister, is necessary to provide for the increase in the cost to Her Majesty of the benefits — 
payable under this Act, as a result of such salary increase. 


Department of Finance Vote 18 of the Main Estimates, 1965-66, makes provision — 
for the second annual contribution to the Public Service Superannuation Account to 
amortize the deficiency resulting from salary increases authorized during 1963-64 and 
1964-65. Unlike Vote 16d of the 1964-65 Estimates and subsection (2) of section 32 of the 
Public Service Superannuation Act which refer, respectively, to “one-quarter of one per 
cent of the contributors” under the Act and “‘at least one per cent of those persons employed — 
in the Public Service who are contributors”, this vote reads: | 

Government’s contribution to the Superannuation Account as a result of the authoriza-_ 
tion of salary increases, each one of which was applicable to at least that percent of the con- | 
tributors under the Public Service Superannuation Act, during the 1963-64 and 1964-65 fiscal 
years, as may be prescribed by the Treasury Board, in such amount as, in the opinion of the — 

Minister of Finance, is necessary to provide for one-fifth of the cost to Her Majesty in right 


of Canada for the benefits payable under that Act as a result of the said salary increases— 
$10,000,000. 


The Treasury Board, by T.B. 641422 of May 27, 1965, prescribed one-quarter of. 
one per cent as the percentage of contributors required for purposes of Vote 18. This was 
to take care of a situation where salary increases were not authorized to all members 
of a large group at the same time within the fiscal year, and while no single increase applied 
to as many as one per cent of the contributors under the Act, in total they did. 

Although the three superannuation Acts, as amended, authorize credits to the super- 
annuation accounts in five equal annual instalments, the full amount of the actuarial 
deficiency in each account was credited during 1964-65 and an offsetting entry was made 
to a deferred charge account. The deferred charge was then reduced by debiting expenditure 
with the one-fifth authorized for the year, leaving four-fifths to be shown as “unamortized 
portions of actuarial deficiencies’’ on the asset side of the Statement of Assets and Liabilities 
until charged to expenditure in subsequent years. 

By immediately crediting the superannuation accounts with the full amount of existing 
deficiencies, additional deficiencies resulting from loss of interest were avoided, but the 
practice is not consistent with the recent amendments to the governing statutes. 
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The following is a summary of the transactions in the deferred charge accounts 


during 
1964-65 and the position at the year-end: 


Balance, April 1, 1964, representing the unamortized portion 
of the actuarial deficiency in the Public Service Super- 
annuation Account as at December BUA OB Tie. au. $ 276,661,000 
Add: 
Public Service Superannuation Account 
Deficiency as at December 31, 1962 with interest to 


WTECEMREY oy ROGET Rie ht eae Se EPETTae $ 119,556,000 
Deficiency arising from pay increases authorized in 
1963-64 with interest to December 31, 1964... 30,506,000 
Deficiency arising from pay increases authorized in 
BOCA OO, UIE d ele, GM RARE lh ype 19,395,000 
169 , 457 ,000 


Canadian Forces Superannuation Account 
Deficiency arising from pay increases authorized in 


HA Sg NERS Soe ean Oe CP eal ema er 67 , 202,000 
Royal Canadian Mounted Police Superannuation Account 


Deficiency arising from pay increases authorized in 


EC i ea eR AOR, OO 5,192,000 
241,851,000 
518,512,000 
Deduct: 
Written off to net debt (Vote 24d) 
Public Service Superannuation Account 
Deficiency as at December 31, 1957........... 276,661,000 
Deficiency as at December 31, 1962 with interest 
to. December 31, 1964020 os ci cure eps cc ce 119,556 , 000 
396 , 217,000 
Charged to budgetary expenditure 
One-fifth of the deficiencies arising from pay in- 
creases authorized subsequent to April 1, 1963 
Public Service Superannuation Account (Vote 
BOATS ray da. NOT as es aA wid hee 9,980,200 
Canadian Forces Superannuation Account 
(otatitory ys). Mier. cobs sity got tere bia: 13,440,400 
Royal Canadian Mounted Police Superannua- 
tion Account (Statutory)................ 1,038,400 
24,459,000 
420,676,000 
Balance, March 31, 1965, representing the unamortized 
portions of the actuarial deficiencies in the superannua- 
Rodenecountees we lle ee ee, AO IB) Oetl N y) $ 97,836,000 


64. Errors in Public Service Superannuation Account pension and contribution calcula- 
ions. Comments under this heading have appeared in our Reports to the House for the 
vast four years. The Public Accounts Committee in its Fourth Report 1963 noted its 
oncern over the high incidence of error in the superannuation accounts and in its Sixth 
Xeport 1964 expressed its further concern that the matter was taking so long to be cor- 
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rected. The Committee requested the Auditor General to keep it fully informed as to the 
progress being made in this direction (see Appendix 1, item 24). 

While our test examinations in 1964-65 indicated a reduction in the number of errors 
in current calculations, they continued to disclose numerous errors made in previous years. 
We directed the attention of the Superannuation Branch to 80 cases of non-payment or 
underpayment of amounts due under Vote 667 of Appropriation Act No. 5, 1958 and the 
Public Service Pension Adjustment Act, 1959, c. 32, amounting to $22,700 up to February 
28, 1965 and to two overpayments. A detailed check by the Branch revealed 245 additional 
underpayments amounting to $30,900 to July 31, 1965 and 13 overpayments amounting 
to $1,200 to September 30, 1965. 

During the year the Superannuation Branch established a special review unit to 
check in detail the files of all contributors between the ages of 55 and 63 in order to locate | 
any financial discrepancies before the contributors leave the service. There are some 
25,000 contributors in this age group. As those over 63 will be retiring in the near future, 
the Branch proposes to delay checking their files until the retirement dates. 


The number of contributors to the Public Service Superannuation Account is large 
and the numerous amendments to the Act and Regulations over the years have presented 
administrative problems. However, clerical work of this type is a necessary part of per- 
sonnel administration in all large organizations. Its accuracy is of particular importance 
to the individual contributor to the Superannuation Account who should not have to 
accept the possibility, after retirement, of a retroactive adjustment of his pension caused 
by mistakes or inadequate departmental procedures. Prompt and effective steps should 
be taken to further improve the quality of the work and to identify and correct the nu- 
merous errors made in previous years. 


The multiplicity of errors which has been the subject of comment by us in recent 
years had its origin in a directive dated June 11, 1957 from the then Minister of Finance 
which established a division of responsibility between the Superannuation Branch and 
the Comptroller of the Treasury. Under this division the Comptroller’s pre-audit of benefit 
payments was discontinued and the Superannuation Branch was relieved of all re- 
sponsibility for the correctness of superannuation contribution deductions from pay. 
Accordingly, when determining annuities to be paid, the Branch does not verify contrt- 
butions made in relation to salary earned which would automatically indicate errors made 
at any time during the period of service and reduce the possibility of error in calculating 
the annuity. Even with the transfer of responsibility for administration of the Super: 
annuation Branch to the Comptroller of the Treasury in December 1963, this simple 
verification was not re-introduced. 


On May 14, 1959 we made the following suggestion to the Superannuation Branch: 


Might we suggest that, if the Superannuation Account and the interests of the indi 
vidual contributors are to be adequately protected, the Superannuation Branch shoul: 
ascertain that a contributor’s account is in order before authorizing a benefit, and tha 
the procedure should include an examination of the employee’s contributions in relatio 
to his salary and the documents on file. This would probably require the inclusion of 
record of contributions (current and arrears) in the Non-elective Pensionable Servic 
Record (FAQ). 
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This suggestion has not been accepted and in our opinion the unsatisfactory situation 
in the Superannuation Branch will not be adequately resolved until it is adopted. 

Reference was made in the 1963 Report and in last year’s Report (paragraph 51) 
to the lack of verification of the correctness of contributions remitted to the Central Pay 
Division in respect of employees of various Crown corporations. We were advised last year 
that action would be taken to correct the situation. We find, however, that little progress 
has been made. Contributors’ accounts in this category totalled 4,353 at December 31, 
1959 and 8,493 at December 31, 1964. By September 1965 entries in 2,335 accounts had 
been completed and verified to December 31, 1959 and in 122 accounts had been completed 
and verified to December 31, 1964. 


65. Hatra-statutory death benefit and pension payments. In two cases noted during the 
year, ex gratia payments were authorized in areas already regulated by legislation. 

Approval was given by Order in Council P.C. 1965-17/51 of January 13, 1965 to a 
recommendation that a payment of $4,984 be made on an ex gratia basis to the widow 
of a public servant, representing the difference between contributions that would have 
been required and the $5,000 death benefit that would have been payable if the deceased 
officer had been a participant under Part II of the Public Service Superannuation Act 
during his period of employment (8 months) in the public service. The man had not been 
a contributor to the Public Service Superannuation Account. 

An Order in Council, P.C. 1965-14/428 of March 12, 1965, authorized ex gratia pay- 
ments of $250 per month and $90 per month, respectively, commencing with January 1965, 
to two former Members of Parliament who were appointed to an advisory committee of 
the Government on election expenses, in recognition of the fact that while being paid 
out of the Consolidated Revenue Fund $100 for each day of service to the committee 
they became disentitled to receive their monthly pensions in the foregoing amounts 
under the Members of Parliament Retiring Allowances Act. 


66. Subsidization of Fishermen’s I ndemnity Plan. In last year’s Report (para- 
graph 53) it was explained that two accounts, the Lobster Trap Indemnity Account and 
the Fishing Vessel Indemnity Account, are maintained in connection with this Plan which 
was introduced in 1953-54. It was pointed out that although the Plan was intended to be 
self-supporting, except for its administrative costs which are met through parliamentary 
appropriations, both accounts had recorded net deficits from their inception to March 381, 
1964. 

In 1964 we were informed by the Department of Fisheries of steps which had been 
taken, in respect of the Lobster Trap Indemnity Account, to cope with annual deficits 
which had reached a peak of $153,000 in 1962-63. These included the adoption of improved 
administrative procedures and an amendment to the regulations early in 1964 to increase 
the amount deducted for “normal” loss in the calculation of indemnity. The deficit of 
$29,000 in 1963-64 was followed by a deficit of $10,000 in the current year, the lowest figure 
since 1955-56. 


A year ago, following deficits of $81,000 in 1962-63 and $168,000 in 1963-64 with re- 
spect to the Fishing Vessel Indemnity Account, we were informed that the Department 
was engaged in a detailed study to ascertain the extent to which factors other than weather 
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might have been operative during this period and to determine what further changes in 
the regulations are practicable or to what extent the premium rates should be revised. 
The study was recently completed by the Department’s Economics Service and its findings 
are under consideration. 

The deficit of $71,000 in the Fishing Vessel Indemnity Account for 1964-65, while 
substantially less than that for the preceding year, was the third highest since the inception 
of the Plan. 


67. Free accommodation for international commission without parliamentary sanction. 
Vote 5 of the Department of Fisheries makes provision annually for Canada’s share of the 
expenses of international commissions named in the Estimates. 


In addition to the payments made under this authority, it has been the practice to 
provide free accommodation in Crown-owned premises for a number of the international 
commissions. An exception was the International Commission for the Northwest Atlantic 
Fisheries which in May 1963 had entered into a three-year lease at a rental of $200 per 
month for accommodation in a government-owned building at Dartmouth, N.S. In June 
1964, when, due to rising costs, the Commission was considering increases needed in the 
contributions of member countries, the Governor in Council by Order in Council P.C. 
1964-10/862 of June 18, 1964 cancelled the rent payable during the remainder of the lease. 


It is our opinion that subsidy in the form of free accommodation in all such cases 
should be drawn to the attention of Parliament in the annual Estimates. 


68. Questionable charge to Vote 1 of the Department of Industry. During the year a 
firm sought assistance from the Department of Industry to carry out a development 
program to determine the feasibility of a new process for treating various types of metallic 
ores. The firm had been unable to obtain assistance from any other government department 
or agency but as the project was considered a promising one deserving of support, the 
Treasury Board in January 1965 approved in principle the granting of assistance up to 
a maximum of $88,550 as the Crown’s share of the total estimated cost of $177,330. How- 
ever, at the time there was no appropriation to which assistance of this type, which was 
not defence oriented, could be charged. As an alternative the Board decided to authorize 
the entry into a contract in the estimated amount of $19,560 representing the amount of 
Crown assistance required for 1964-65, in consideration for which the Department would 
obtain a report on the work done on the project for the period January 15 to March 31, 
1965. The firm billed the Department $18,935 and this amount was charged to Department 
of Industry Vote 1, Departmental Administration (Professional and Special Services). 

It is questionable whether expenditure of this type, which is actually to assist in 


advancing technological capability of Canadian industry, is within the ambit of the 
Department of Industry administration vote. 


69. Federal losses from bankruptcies. Our 1962 Report drew attention to the increased 
cost of supervision of bankruptcies caused by the disclosure of irregularities in the ad- 
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ministration of estates by a number of trustees in bankruptcy and to the increase in the 
_rate of levy on estates that had been introduced to meet the additional expenses. 

In October 1964 the Province of Quebec appointed a commission of inquiry to deter- 
mine the effect on the revenue of the Province of bankruptcies occurring between Novem- 
ber 1, 1959 and November 1, 1964. The report of the commission, which was submitted 
on July 30, 1965, estimated that the Province had lost approximately $5.5 million in 
revenue during the period as a result of bankruptcies and stated that “fraud and dishonesty 
in one way or another penetrated deeply into a large portion of bankruptcies and liquida- 
tions’. The commission recommended, among other things, changes in the Bankruptcy 
Act, R.S., ¢.14, and in the administration of bankruptcy, including the establishment of 
a “permanent inquiry service” either under section 3(5) of the Bankruptcy Act which 
provides that: 

The Superintendent may engage such accountants or other persons as he may deem 
advisable to conduct any inspection or investigation... 
or under some other legislative provision. 

No amount has yet been established to indicate the extent to which federal revenue 

has been lost as a result of these irregularities. 


70. Living allowances to federally-appointed judges. In our 1962 Report reference was 
made to the payment of living allowances to judges appointed as conciliators or arbitrators 
on boards established to deal with disputes affecting employers and their employees. We 
expressed the opinion that a daily rate of $60 appeared excessive as a living allowance and 
could be regarded as including an element of remuneration, contrary to subsection (1) 
of section 39 of the Judges Act, R.S., c. 159. This subsection prohibits the payment to 
a judge of any remuneration in addition to his judicial salary “for any duty or service, 
whether judicial or executive, that he may be required to perform for or on behalf of the 
Government of Canada or the government of any province’’, subsection (3) of the same 
section simply permitting payment of “such moving or transportation expenses and 
living allowance as the Governor in Council or the Lieutenant-Governor in Council, 
as the case may be, may fix by general or special order’. 

The Public Accounts Committee was of the opinion that a daily rate at this level 
could be regarded as including an element of remuneration and recommended in its Fourth 
| Report 1963 that if additional remuneration was to be paid to judges, the approval of 
Parliament for such payment should be obtained. The Committee took notice of a subse- 

quent appointment at $100 per day and reiterated the recommendation in its Fourth 
Report 1964 (see Appendix 1, item rae 

The Minister of Justice, in a letter to the Chairman of the Public Accounts Com- 
‘mittee dated August 13, 1964, referred to the fact that the allowance was subject to income 

tax and gave as his view that it did not contain an element of remuneration. He went on 
to say that even if an element of remuneration was included, it was not prohibited by the 
Judges Act and “no further approval of Parliament is necessary”’. 
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Two additional circumstances have now been noted which support the opinion that 
the amount of these allowances is such that an element of remuneration is included therein 
and consequently that they are contrary to existing legislation covering payments to 
judges: 

1. A judge was appointed to act as an Industrial Inquiry Commission to inquire into the 
industrial situation arising from the running of certain trains through terminals in 
Ontario and Alberta. An allowance of $100 per day plus actual out-of-pocket trans- 


portation expenses was authorized and he was paid $13,200 in allowances in the year 
under review, although his duties were performed substantially at his place of residence. 


2. Certain judges who had been granted allowances of $60 per day while acting outside 
their normal judicial duties were granted remission of the additional income tax re- 
sulting from receipt of the allowances. 


71. Municipal winter works incentive program. The federal Government is signatory 
to agreements with all of the provinces and the Yukon and Northwest territories under 
which it undertakes to pay a percentage of direct labour costs incurred on site on accepted 
works projects undertaken during the winter months by municipalities, Indian reserves 
or bands, and unorganized settlements. The federal Government has been party to similar 
agreements with the provinces since 1958, the terms having been modified over the years 
to provide for a wider scope of acceptable projects, an increase in the maximum incentive 
payable towards municipal buildings constructed, and an increase in the percentage 
of direct labour costs payable under special circumstances. Incentive payments by the 
federal Government from the inception of the program to the end of the year have amounted 
to $136,741,000. 


The prime purpose of the federal payments is to encourage municipalities to create 
additional winter employment by postponing or advancing work scheduled for summer 
into the winter period. Embodied in the agreements are certain conditions designed to 
ensure that the maximum benefit from the additional employment created accrues to 
persons who would be unemployed in the absence of special winter works projects. 


A condition of the agreements is that final claims for incentive payments by the federal 
Government will be audited by the provincial auditor or an auditor designated by him. 
In some of the provinces the audit carried out in compliance with this condition included 
an examination of the records of the municipalities and contractors involved, an essential 
procedure in determining whether the terms of the agreement are being complied with, 
whether the charges are legitimate and whether the purposes of the agreement are being 
achieved. In other provinces, checks were being made of the records of the municipalities 
but not of the contractors. In Saskatchewan and Prince Edward Island, however, little 
more than a check of the arithmetical accuracy of the claim and the authority for the pro- 
jects was being made. The certificate of the provincial auditor was based primarily on the 
certificates (attesting to the direct payroll costs incurred) provided by the relevant 
municipalities and contractors, without any examination being made of the underlying 
records of the municipalities or contractors. In these cases there is reason to doubt whether 
all charges are legitimate and whether the conditions of the agreements have been met. 
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A condition introduced in the 1963-64 agreements is that the provinces will permit 
access by authorized officials of the Government of Canada to records, documents and files 
of the province and its municipalities as may be deemed necessary for the audit of direct 
payroll costs claimed under this program. Although a signatory to the agreement, the 
Province of Quebec has indicated its reluctance to an examination being made of the records 
of its municipalities by members of the Audit Office on the grounds that these records are 
already being subjected to extensive examination by the provincial auditor. As a result, 
we are not examining the records of municipalities in this Province. 


Our test examinations of provincial and municipal records and of reports of pro- 
vincial auditors indicate that the effectiveness of the program in providing benefits to those 
whom it was designed to benefit is somewhat less than its potential and that there is need 
for a more specific spelling-out of the terms of the agreements to set straight some ques- 
tionable practices which have developed: 


1. Instances were noted where regular or permanent employees of a municipality were 
employed on projects without being replaced at their regular jobs by men drawn from 
the pool of unemployed, as required by the agreement. In these cases, the incentive 
payment, instead of being diverted to the unemployed, becomes an additional subsidy 
to the municipality. 


2. Many projects carried out by contractors have a labour content which includes super- 
visors, technicians and engineers, including sometimes the principals of the firm, whose 
earnings are eligible for reimbursement because they possess special skills and their 
services are essential to the project. Few of these persons can be considered to be actually 
seeking employment and, therefore, very little of the reimbursement related to their 
earnings is directed to the unemployed. 


3. The federal incentive payment is 50% of the direct payroll costs of projects except for 
those carried out in ‘‘designated areas” and in areas determined by the Minister of 
Labour to be areas of high winter unemployment, where the rate is 60%. This incentive, 
with few exceptions, is supplemented by the provinces, the provincial incentive varying 
between 25% for most of the provinces to 40% for one province. Since the combined 
federal and provincial contributions account for from 75% to 100% of payroll costs, 
the burden on the municipalities can sometimes be small or even non-existent. In these 
circumstances, there is a tendency for municipalities to undertake ‘makework’ projects, 
usually of high labour content, which might otherwise never be undertaken, merely to 
provide work for its residents. 


4. Some unorganized settlements and a few municipalities have financed their share of 
the cost of projects by assessing each worker a percentage of his earnings. Where this 
situation has been encountered in the audit the amount assessed has been disallowed as 
a cost eligible for reimbursement on the grounds that the payroll costs do not represent 
the municipality’s actual outlay for labour expended directly on a project. 


5. The agreements stipulate that overtime work, except in emergencies, should be ex- 
cluded, the purpose being, of course, to encourage either the employment of more 
workers during the regular working hours or extension of the period of employment. 
‘Emergency’ is not defined and some contractors carried out overtime work for reasons 
such as to complete a project within the prescribed period of the program, or to com- 
plete a project in order to commence another undertaking. The payment of an incentive 
towards overtime incurred under these circumstances contributes little to the benefit 
of the unemployed. 
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6. A condition of the agreements frequently not complied with is one requiring that the 
facilities of the National Employment Service, where available, be used in hiring 
workers for accepted projects. As a result it was almost impossible to determine whether 
workers engaged on projects were, in fact, previously unemployed. Three main factors 
contributed to the failure to recruit in this manner. First, many urban municipalities are 
required under terms of union agreements to re-employ members of the union for winter 
works projects before other unemployed may be recruited. Second, many municipalities 
and contractors have a policy of employing temporary or laid-off personnel before 
providing employment for others. Third, in agricultural areas, municipalities employed 
farmers who, being not insurable under the Unemployment Insurance Act, are fre- 
quently not registered with the National Employment Service. Where, in order to 
comply with this requirement, municipalities or contractors attempted to obtain the 
approval of the National Employment Service in the above circumstances, they were 
usually refused on the grounds that the bona fides of the unemployment status of these 
workers cannot be established and it would be tantamount to rubber-stamping em- 
ployment transactions in which the National Employment Service did not participate. 


7. A property comprising a monastery and surrounding land belonging to a religious 
order is incorporated as a municipality. As such, it is entitled to have eligible local 
projects carried out and to be reimbursed the normal incentive payment under the 
program. Included in the labour costs forming the basis of this municipality’s claim 
in connection with the construction of an auditorium, and ruled admissible charges, 
were the wages paid to the religious brothers who worked on this project. 


8. Instances were noted on projects carried out under contract where the wages shown on 
the claim were at the rates charged to the municipality by the contractor and not at 
the rates actually paid by him to his employees. 


In addition to the questionable practices noted above, our review of the working 
paper files of the provincial auditors who carried out a detailed audit of claims revealed 
instances of fraudulent and irregular practices being disclosed. These practices include the 
payment of wages to employees for longer hours than were actually worked, the reporting 
of wages on claims at hourly rates which were more than were actually paid, the inclusion 
of fictitious employees on project payrolls and the inclusion on project payrolls of municipal 
employees who were engaged on other than winter works projects. 


72. Electronic data processing system abandoned. In 1964-65 the Unemployment 
Insurance Commission, with Treasury Board approval, instituted a program whereby 
unemployment insurance benefits for the Prairie Region would be paid by mail from a 
centralized claims payment centre located in Winnipeg. The program was to be implemented 
by using electronic data processing equipment to replace the existing mechanical tabulating 
equipment in use in the six payment centres in the Region. The Commission’s preliminary 
feasibility study completed in May 1964 indicated a potential saving from this operation 
of over $100,000 a year. 

This installation, a prototype for similar centres in each of the Commission’s regions 
across Canada, was expected to be capable of processing a potential load of 90,000 active 
claims in the Prairie Region. The equipment installed was that recommended by the 
manufacturer of its main component unit who, in addition to guaranteeing that its per- 


formance would meet the Commission’s requirements, undertook to do the necessary 
systems and programming work. 
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The installation was not a success; it was operated at 10% of its rated capacity and 
the supporting clerical staff requirements exceeded expectations. The computer operation 
was abandoned and the equipment returned to the supplier at the end of June 1965. 


The failure of this equipment was due to faulty planning by the Commission and 
the manufacturer. In the haste to make it fully operational before the 1964 winter claim 
load began, the choice of equipment appears to have been on the basis of availability 
rather than suitability, with the result that the computer unit installed was not suited 
to the complexity of the operation. Insufficient time for proper programming was also a 
factor. 


The total cost to the Unemployment Insurance Commission of this regional payments 
centre in terms of equipment, rental, additional salaries, overtime, travel expenses and 
other identifiable costs is estimated at $200,000. The manufacturer had guaranteed that 
the system would produce initial payments commencing August 17, 1964 and be fully 
operational by September 1, 1964 and sent several programmers to Winnipeg in an effort 
to achieve this purpose. No claim has been made by the Commission against the manufac- 
turer for any part of this cost. 


Recommendations concerning procurement practices in the leasing of automatic data 
processing equipment were made by the Royal Commission on Government Organization 
in Report 4 on “Paperwork and Systems Management”. 


The case underlines the importance of manufacturers being required to indicate in 
precise terms the guarantees they offer against failure of their equipment to meet specified 
performance. 


73. National Defence administrative regulations and practices. The Public Accounts 
Committee in its Sixth Report 1964 requested the Auditor General to inform the House of 
Commons of any case where changes in the Armed Forces administrative regulations 
appear to be inadequate to bring about the desired results or where abuse and waste of 
public funds develop (see Appendix 1, item 15). The following matters continue to be 
unsatisfactory: 


1. REMOVAL EXPENSES—MOBILE HOMES.—We stated in last year’s Report (paragraph 56 
(2)) that the Department was preparing an amendment to the regulations to include 
specific directions with respect to the movement of mobile homes and their contents. 
We understand that these regulations have been prepared but have not yet been for- 
warded to the Treasury Board for approval. 


2. UNECONOMICAL MODE OF TRANSPORTATION.—The travel regulations covering the use of 
privately-owned motor cars by servicemen for temporary duty travel and for trans- 
porting themselves and their dependents to new places of duty, etc., were amended 
effective March 1, 1963 by substituting all-inclusive mileage rates for the previous 
allowances which were the equivalent of hypothetical expenses calculated on the cost 
of the journeys by public transportation facilities. The object of this change was to 
simplify the method of calculating reimbursement, without increasing the expendi- 
tures. In the course of our audit of travelling and moving expense claims involving long 
distances, we found that the allowances paid under the amended regulations were 
generally in excess of the allowances the servicemen would have received prior to the 
amendments. 
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As was pointed out in last year’s Report (paragraph 56 (4)), members on duty 
travel may at the discretion of the commanding officers use their motor cars for their 
own convenience and are entitled to claim mileage allowances to cover transportation, 
meals and accommodation. An example was given where a saving of $400 would have 
resulted had five men travelled as a group by rail instead of each using his own motor 
car. In 1964-65, nine naval officers, on the authority of their commanding officers, 
travelled on duty separately by car from Halifax to Victoria and return to attend a 
course of instruction in Victoria for the period January to May 1964. Expenses claimed 
by the officers for the trip, comprising the mileage allowance and charges for excess 
baggage and ferry tolls, totalled $5,282. An estimated $4,600 could have been saved 
had they travelled by service aircraft. 

We have been informed that a comprehensive evaluation of the present allowances 
is being undertaken by the Department. 

3. TRANSPORTATION ON LEAVE ALLOWANCE.—Departmental regulations provide for 
transportation allowance of two and one-half cents for each mile travelled in excess of 
500 miles to assist servicemen financially who proceed to their homes on leave. The 
length of the journey is calculated by using railway competitive mileage charts for the 
portion of the trip served by railways, and actual mileage by the most direct route for 
the remaining portion. A test examination disclosed that since the introduction of 
special economy rates by the railways, the amounts paid for long journeys are 1n excess 
of actual rail fares. The matter of the relationship between the transportation allowance 
and the now lower rail fares was accordingly drawn to the attention of the Department. 


74. Questionable charge to Vote 15 of the Department of National Defence. As a Canadian 
contribution to the International Biological Program under the sponsorship of the World 
Health Organization and at the request of McGill University, the Department of National 
Defence provided the repair ship HMCS Cape Scott to transport a medical expedition to 
Easter Island. The additional costs borne by the Royal Canadian Navy appropriation 
(Vote 15) as a result of this operation are estimated to be $215,000. 

In our view this expenditure is in the nature of a contribution to an outside organiza- 
tion and therefore it is questionable whether it falls within the ambit of a defence appro- 
priation. 


75. Bobcat Program for development of army vehicles. On November 19, 1964 the 
Special Committee of the House of Commons on Defence met with officials of the Depart- 
ment of Defence Production to discuss among other matters a statement furnished by the 
Department to the Committee concerning the Bobcat Development Program. The text 
of the discussion and statement will be found in Minutes of Proceedings and Evidence 
No. 21 of this Committee. 

The final settlement of the Bobcat Development Program during the past year 
brought its total cost to $9,252,908. The program was a failure. No serviceable vehicles 
were produced and the Government has since entered into a contract for the supply of 
961 United States vehicles at an estimated cost of $32 million. 

The history of the Bobcat Development Program starts ten years ago when a contract 
was placed in 1954 for the development of a mild steel prototype of an infantry carrier 
to replace World War II Universal Carriers which were rapidly becoming obsolete. The 
vehicle was delivered to the Army in the fall of 1956 and cost $1,010,856. 
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When the project was reviewed in 1956 it was decided to develop a family of light 
tracked armoured vehicles known as the Bobcat, for use as personnel, field artillery, 
infantry weapons and cargo carriers, all having the same basic tracked chassis. About the 
same time the United States Army which had knowledge of this proposal decided to 
produce its own armoured personnel carrier with essentially the same main characteristics 
as the Canadian vehicle. However, the U.S. Army did not propose to meet its several 
requirements with a common chassis as in the Bobcat family. 


The Bobcat Program called for development in three phases. The contract for the 
first phase covering the development and supply of three light tracked chassis at an 
estimated cost of $1 million was approved by the Treasury Board in November 1956. 
The contract was dated J anuary 2, 1957 but on March 29, 1957 it was amended to provide 
for the supply of the three chassis complete with bodies. This significant change in the 
contract was not approved by the Treasury Board until November 1957 when an addi- 
tional $250,000 was provided for the project. Further amounts of $350,000, $200,000 and 
$165,000 were approved by the Treasury Board in June 1958, October 1958 and April 1959 
to cover estimated additional costs. There was usually a lapse of about five months between 
the receipt of the contractor’s request for additional funds and its processing through 
the Departments of Defence Production and N ational Defence before submission to the 
Treasury Board. The vehicles were delivered to the Army in October 1958, but it was not 
until April 1959 that sufficient funds were provided to finalize the contract at a total cost 
of $1,933,670. 


In June 1958 the Chiefs of Staff proposed the initiation of the second phase of the 
development program for the production of six hard steel pilot models including production 
drawings at an estimated cost of $1,310,000. This was later submitted to the Minister of 
National Defence for his approval and to the Treasury Board. This submission and an 
alternative proposal by the contractor to telescope the development and pre-production 
Stages into a production order contract were considered by the Treasury Board on J anuary 
23, 1959. However, the Board recommended to Cabinet on January 27, 1959 that there 
should be no departure from the present concept of the orderly development of the Bobcat 
vehicle including the procurement of a further six pilot models. 


The Treasury Board on April 24, 1959 authorized entry into a contract for the assess- 
ment of engineering tests on the three existing prototypes which, notwithstanding its 
previous recommendation to Cabinet, included the production of one armoured hull of a 
personnel carrier, the design and manufacture of an unarmoured load carrier body, provi- 
sion of special parts, tools, test rigs and instrumentation, reports, specifications and 
literature, and provided $452,000 to initiate the project. In June 1959 the contractor 
advised that a study of the work required by the Army indicated that funding would 
have to be increased by $804,000. On October 29, 1959 the Treasury Board authorized 
the amount required and made provision for the contract to be amended to include the 
production of one armoured vehicle complete with armoured hull, a modified version of 
_ the prototype design steering and suspension units, the engineering and production of one 
vehicle set Timken planetary final drives including the drawings, specifications and spares 
_ Recessary to support vehicle tests, and to provide such tooling, test rigs, and instrumenta- 
tion as may be required. These amendments were incorporated into the contract on 
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November 13, 1959. In January 1960 the contractor informed the Department of Defence 
Production that an additional $644,000 would be required to complete the contract. This 
amount was provided by the Treasury Board in June 1960, by which time the Board had 
authorized expenditures of $1.9 million. The armoured personnel carrier was delivered to 
the Army in October 1960 and was found to be 2,000 pounds overweight and in need of 
product improvement before it could be accepted for field use. About the same time the 
contractor explained that funds originally intended to complete drawings and specifications 
had been used to cover additional changes in the scope of the actual development work as 
it progressed, and that a further $75,000 was required to complete drawings and specifica- 
tions, which was approved by the Treasury Board on October 28, 1960. The final cost of 
the work under this contract totalled $1,972,692, bringing expenditure on the program to 
this date up to $4,917,218. 

On February 11, 1961 the Cabinet authorized the procurement of 500 Bobcats at an 

estimated cost of $25 million on the following basis: 

(a) a pilot production run of 20 vehicles to be carried out at this time at an estimated cost 
of $3.7 million (included in the above total) to cover the vehicles, tooling and other 
related costs; and 

(b) on completion of the pilot production, tenders to be invited for the remaining vehicles 
on a firm fixed price. 


By this time the U.S. Army had its armoured personnel carriers in service, whereas 
the Department of National Defence was not yet in a position to go into full scale produc- 
tion because only one vehicle had been delivered which was overweight, required further 
product improvement and had not been proven operationally. 

When the Treasury Board authorized the contract referred to under (a) above, the 
view was expressed that a tight control over specifications governing work under the con: 
tract should be maintained at all times. For this purpose the Board requested that ar 
interdepartmental committee continue to screen all proposals involving product improve 
ment before approval was sought to amend the provisions of the contract, and that ¢ 
member of the Treasury Board staff participate in the work of the committee so that the 
financial implications of product improvement would be kept constantly to the fore 
The interdepartmental committee was formed on April 10, 1961 from which date i 
held regular monthly meetings. 


The contract for the pilot production run, dated April 18, 1961, provided separat 
estimates of expenditure under each of the following headings: product improvement 
production tooling, plant rearrangement, and vehicle production, with the ageregati 
liability of the Crown under the contract being limited to $3.7 million. The contract als 
provided that the contractor was to advise the Minister well in advance if any of th 
estimated expenditures were likely to be exceeded, and unless such new estimates ¢ 
expenditure were approved by the Minister any expenditures incurred by the contracto 
causing the original estimates to be exceeded were not to be reimbursed to the contractol 
but at no time were the new estimates to increase the liability of the Crown beyond th 
ceiling price of $3.7 million. 
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The contractor’s progress report, giving the financial position of the contract at 
December 31, 1962, submitted to the interdepartmental committee, revealed that expen- 
ditures under two headings of the contract had been exceeded. A subsequent report giving 
the financial position at March 31, 1963 revealed over-expenditures under all headings 
of the contract except for plant rearrangement. In August 1963 the contractor indicated 
unwillingness to continue the contract unless additional funds were provided by the 
Crown. In September 1963 the interdepartmental committee reported the position to the 
Treasury Board at which time the contractor’s reported costs to July 26, 1963 were as 
follows: 


Contractor’s Excess of 
Estimated reported cost over 
expenditure costs estimate 
Z oaucLamprovementyc., 2 obtuse Siok axie-daied $ 1,096,516 $ 1,238,328 $ 141,812 
Broduchion tooltam cue whee wh Te 520,570 621,996 101, 426 
Plant rearrangemient., V2.2 9.7. SP 32,636 32,285 (351) 
VOMCLE PrOOUCHON Av oe eet ec deosue ts 2,050,278 2,848,430 798,152 


$ 3,700,000 $ 4,741,039 $ 1,041,039 


The contract was terminated in December 1963. In February 1964 the contractor 
informed the Department of Defence Production that, after making an allowance of some 
$42,000 for post-termination costs, the total costs had exceeded the payments received 
from the Crown by about $1,636,000. The contractor proposed that the excess costs 
should be shared equally with the Crown on the grounds that ‘‘the full implications of 
the proposed improvements were not appreciated when the contract was let and accordingly 
there was a considerable under-assessment of the effort required and costs involved. The 
original armoured prototype, on which the concept of the contract was based, certainly 
did not measure up to the specifications written for and applied to the new vehicles’ and 
experience had shown that, instead of a product improvement program, this phase of the 
work involved a redesign of about 90% of the machine. The contractor made formal claim 
for reimbursement of $799,612 additional costs and was prepared to absorb all post- 
termination costs including those involved in the scrapping of the vehicles. 

Notwithstanding the fact that the Crown had no legal obligation to pay the con- 
tractor’s claim (a position which the contractor himself acknowledged) the Department 
considered that there had been a change in the scope of the work and recommended to 
the Treasury Board that the claim be settled and this was negotiated and paid in an amount 
of $735,621 in April 1964. In the opinion of the Audit Office this constituted an ex gratia 
payment which should have been disclosed as such in the Public Accounts. 


| Non-productive expenditure of public funds of this magnitude should be subjected 
_ to the most searching inquiry to determine how it might have been minimized or contained. 
_ Officials of the Department of Defence Production told the Special Committee on Defence 
that while it was difficult to determine precisely all the factors which resulted in the 
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termination of the Bobcat Development Program, it could be said with some certainty 
that the following were contributing factors: 
1. The scope of the program was not adequately defined at the early stages of the program 


and consequently the program was inadequately financed. The necessity of re-funding 
and re-approval at various stages throughout the program resulted in lengthy delays. 


2. The design requirements for the Bobcat were altered a number of times over the course 
of the program which necessitated changes in the development of the vehicle although 
this is not abnormal in a development program and was probably not a major consid- 
eration in the ultimate lack of success. 


2 Similar developments were undertaken in the United Kingdom and in the United 
States and at the time of cancellation of the Bobcat fully operational vehicles were 
available from the United States at considerably less than the projected cost of the 
Bobeat and with much earlier delivery for Canadian Army use. The United States 
vehicle had by that time also been adopted by a number of other NATO countries. 


76. Additional cost resulting from failure to exercise option to renew agreement for the 
supply of natural gas. An agreement for the supply of natural gas to Camp Wainwright, 
Alberta, at 21 cents per thousand cubic feet, contained a clause giving the Minister of 
National Defence the option of renewal for a further period of four years upon termination 
of the agreement on January 2, 1964. 

Instead of exercising the option, a new agreement was entered into for the supply 
of gas at 23 cents per thousand cubic feet, plus a service charge of $100 per month. Based 
on the year’s consumption, the additional cost to the Crown through failure to exercise 
the option is approximately $3,900, which over the life of the agreement will amount to 
approximately $15,000. 


77. Bomb Toss Computer. In order to meet the requirements of existing bombing 
techniques, a Bomb Toss Computer was selected in 1959 for installation in the new CF-104 
aircraft, the first of which was scheduled for delivery in March 1961. A contract with a 
Canadian manufacturer for work preliminary to the production of the Bomb Toss Com- 
puter in Canada was completed at a cost of $332,000. 

On May 25, 1960, although the drawings for the Computer were still in preparation, 
a contract was entered into with the same manufacturer for the purchase of production 
inventory material for the manufacture of the first 50 units. The estimated cost of this 
material was $885,000. 

In the meantime there was a trend developing away from the technique requiring 
the use of the Bomb Toss Computer and in August 1960 it became known that another 
type of weapon would very likely become available which would not require the use of 
this Computer. 

In September 1960 the contract was extended to cover the procurement of production 
inventory material for an additional 188 units at a cost estimated at $3,481,000. The 
ican given to the Treasury Board for the need to extend the contract at this particular 
time were that there was a very tight delivery requirement to meet the aircraft delivery 
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schedule and that cost savings and a higher Canadian labour and material content would 
be achieved by purchasing production and Spares support inventory concurrently. 

In November 1960 it became necessary to equip the CF-104 aircraft with Dual Timers 
for the delivery of a new type of weapon. These Dual Timers, two of which were required 
in each aircraft, were being produced in the United States. 

At this time it was considered that the Dual Timer did not duplicate the service 
provided by any of the other weapons systems, nor did it detract from the original purpose 
or operational value of the existing systems. It was therefore decided that the CF-104 was 
to be equipped with the two weapons delivery devices. 

In February 1961 the contract for the Computer was amended to reduce the purchase 
of production inventory material from that required for 238 units to that required for 
168 units, and at the same time the contract was further amended to include the purchase 
of 85 completed units on a cost plus ceiling price basis from the Canadian manufacturer, 
and a further 35 completed units at a lot price from the Canadian manufacturer’s asso- 
ciated company in the United States. 

In June 1961 the Royal Canadian Air Force discontinued pilot training for the type 
of weapon the Bomb Toss Computer was designed to deliver, a decision which cast further 
doubt on the future of the Computer. N evertheless, it was decided that “the Computer 
be left in the aircraft to give flexibility of weapon employment for the future”, and in 
September 1961 the contract for the Computer was further amended to provide for the 
manufacture of 168 additional Computers at a unit price of $21,933. 

This last amendment increased the amount of the contract to $9,931,000 covering the 
following: 


Purchase of 35 complete units from the Canadian contractor on a cost plus ceiling 


basis which averaged $28,500 per Units ic « sieco.c-acisore « desc ucedicecsesce cea. $ 999 , 000 
Purchase of 35 complete units manufactured by the United States associate of the 
Canadian manufacturer at a lot price which averaged $30,300 per unit........ 1,061,000 
Purchase of 168 units from the Canadian manufacturer at a price of $21,933 per 
eee en een Cece ee ee ee 3,685,000 
Qualification, sample testing and modification kits........... 00.00 cececccccccce 186 , 000 
$ 5,931,000 


Although deliveries under the contract are complete, the contract has not yet been fully 
settled and changes may occur in the above figures. 

By July 1962 it was concluded that the Bomb Toss Computer had severe limitations 
and would require extensive modifications if it were to be used. It was also found that the 
Dual Timers, which cost approximately $1,400 per aircraft compared with $21,900 per 
aircraft for the Computer, could provide an accuracy at least as good as that which could 
be obtained by the Bomb Toss Computer. In January 1963 it was decided to remove the 
Bomb Toss Computers from all aircraft and to place them in long term storage, and in 
April 1964 it was decided to dispose of the Computers together with all tooling, test equip- 
Ment and spares. 
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Other contracts were involved in the Bomb Toss Computer program, the overall cost 
of which was $7,210,000 as follows: 


Preliminary WOrk) oc. .cscecs% eee nase te at sie eons eae ela tes ee Osage eee as $ 332,000 
Acquisition of 238 units—detailed above.......... ss eee e eee ence eee teen ees 5,931,000 
Tooling and special production test equipment.... 1.6... eee e reece eee ee eee eens 229,000 
Support spares. fi). 4 e.ace sce pac d ees aleve saline ae maa eae he siew ane mea war Scunai 718,000 

$ 7,210,000 


78. Excessive payments to municipal school board. In June 1957 the Department of 
National Defence entered into an agreement with a municipal school board for the provi- 
sion of schooling to dependent children residing in married quarters at an R.C.A.F. 
station. 


The Department agreed to provide capital assistance towards the cost of construction 
of the school, and to pay a share of the annual operating expenses proportionate to the 
number of service children enrolled. Clause 4(c) of the agreement stipulated that (a) 
payments in respect of the operating expenses less provincial grants would be adjusted 
at the end of each school year and any balance owing would be paid by the Department 
upon presentation by the school board of a statement of the actual operating expenses, 
and (b) the school board would refund “‘any moneys that were in excess of the operating 
expenses less provincial grants for the preceding school year’. 


The files reveal that although the Department had been billed each month since 
September 1956, the effective date of the agreement, for its share of the gross operating 
expenses, at no time since that date had an adjustment been made in accordance with 
clause 4(c). As a result, refunds due the Department in July 1963 were estimated to be in 
excess of $200,000. Having failed to induce the school board to refund the amount overpaid, 
the Department took steps in October 1963 to avoid current overpayments by reducing 
payments to 50% of the operating expenses. The reduced payments approximate the 
Department’s share of the current operating expenses less provincial grants, but make 
no provision for recovery of the amount already overpaid for the years 1956 to 1963. 
The Department is continuing to seek a satisfactory settlement. 


79. Cancellation of Canada-United States radar site construction program. In 1958 the 
decision was taken to construct “gap filler” radar sites to improve the Continental Air 
Defence System with the installations to become operational by July 1963. The Canadian 
and United States authorities agreed that the Royal Canadian Air Force would be re- 
sponsible for the cost of providing the sites, buildings and services, and the United States 
Air Force would be responsible for the cost of supplying and installing the radar equip- 
ment. In order to reduce the period of vulnerability, it was decided that the construction of 
sites and the development of the new radar equipment would be carried out concurrently. 


The United States authorities considered that, with minor modifications, the required 
radar units could be developed from radar sets then in inventory. However, by early 1963 
the contractor to whom the work had been assigned had not been able to produce satis- 
factory equipment and as a result the sites did not become operational. As it did not then 
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appear likely that equipment meeting the required specifications could be developed and 
installed within the period during which the facilities were deemed essential to the air 
defence plan, the program was cancelled by mutual agreement. 


The cost to Canada of proceeding with its commitments under this program is expected 
to aggregate $3.5 million. This is largely accounted for by consultants’ fees, property 
expenses and construction contracts which have amounted to $3.1 million. Additional 
costs will include further property expenses, amounts pertaining to termination of leased 
communication facilities (for one-third of which Canada was liable), and loss incurred 
on the final disposal of the generators purchased specifically for the gap filler program. 
The costs will in turn be reduced by whatever amounts can be realized by Crown Assets 
Disposal Corporation from the sale of sites, buildings, equipment and materials and by 
the value of materials taken into inventory by the Royal Canadian Air Force. 


80. Additional cost of constructing runway and access taxiways at R.C.A.F. Station, 
Chatham, N.B. In December 1961 the Treasury Board authorized entry into a contract 
for the construction of a runway and access taxiways at the R.C.A.F. Station, Chatham, at 
an estimated cost, as amended, of $1,060,000, based on estimated quantities and firm 
unit prices. Adjustments to the contract to cover extra work and additional quantities 
at a cost of $642,000 and increased haulage costs of $160,000, increased the contract price 
to $1,862,000. 

In April 1963 the contractor submitted a claim for additional costs of $506,000 
resulting from a truckers’ strike, late acquisition of lands, gravel compaction tests, extra 
excavation and fill, change in specifications for gravel and asphalt and completing 
asphalt work late in the season. With the approval of the Treasury Board the claim was 
settled during the year for $476,000, summarized as follows: 


Equipment rental, labour and overhead, standby charges........................ $ 234,000 
Additional costs resulting from Potier ota ted nib prices) she. woul, ener ee doles sce 93 ,000 
Payment for abandoned work on bicuding ofsfines jy oe we Ue aes sarloboes bh 60,000 
Oe eee Me MI A ee 37,000 
SEE CE ESAS Me ee ee 15,000 
Cost of maintaining campsite GUM et kes ye tA...60 idee wk ty... Oe eae, 14,000 
ae Spa ptna tour loleve Vues Meet ton) SUE OO Bours 9! ye Ne 12,000 
Se Pee Ceeneae MeN en me ee Crt Td aR eM eA VOR iy eit) 11,000 

$ 476,000 


In addition, the Treasury Board authorized payment of $11,000 for reprocessing by 
the supplier of asphalt primer which failed to produce satisfactory results because of the 
cold, wet conditions prevailing in the period during which the work had to be performed. 


The final cost of the contract was therefore $2,349,000. 


81. Cost of terminating an agreement and lease of married quarters, R.C.A.F. Station, 
Grostenquin, France. Agreement was reached with the North Atlantic Treaty Organization 
to reorganize No. 1 Air Division, Royal Canadian Air Force, stationed in Europe. This 
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involved moving the squadrons of 2 Fighter Wing from Grostenquin, France to Zwei- 
brucken and Baden Soellingen in Germany and closing R.C.A.F. Station, Grostenquin. 

As there would be no requirement for married quarters after the Station was closed, 
the Governor in Council on March 30, 1965 approved the termination of a lease under 
which the Department had been renting and giving rental guarantees in respect of 443 
housing units and 17 school classrooms at nearby St. Avold. 


In consideration for termination of the lease and guarantee agreement, which was 
effective until June 30, 1967, the Department paid the lessor the sum of $785,000. 


82. Cost of terminating leased communication facilities. In accordance with an announce- 
ment by the Minister of National Defence on March 9, 1964, four radar stations of the 
Pine Tree Line were closed down and contracts covering rental of on-base telecommunica- 
tion and ancillary equipment were terminated. Termination charges paid under these 
contracts amounted to $309,500 of which Canada’s share was $254,500. 


83, Electrical relays found unsuitable. In 1958 a contract was awarded to a United 
States firm for the supply of 3,400 electrical relays for the Royal Canadian Air Force at 
a cost of $75,000. When put into service the relays were found to be unsatisfactory and 
some 3,100 were returned to the supplier for correction. Tests made on reworked relays 
disclosed that they were unsatisfactory and could not be successfully adapted to their 
intended use. It was subsequently learned that in attempting to produce a better product, 
the supplier had deviated from the configuration of the eight original prototype relays 
that had met all the Air Force requirements and on the strength of which the contract 
had been awarded. 


In 1961 the supplier was requested to make a financial settlement but he contended 
that while he was prepared to continue to assist in resolving the problem of putting the 
relays into effective use, he was under no obligation to refund the purchase price. Legal 
action against the company was not taken as the eight original prototype relays had all 
been lost or discarded and thus there was no evidence to support the case. 


Some 3,000 relays in the hands of the supplier were subsequently reported to Crown 
Assets Disposal Corporation for disposal and they were purchased by the supplier for a 
negotiated price of $610. 


84. Pension awards effective at early age. In previous Reports reference was made to 
the number of servicemen being retired at early ages, in some instances under 30. Although 
the amounts of annuities are not large due to the short periods of service, the potential 
cost is substantial because of the relatively longer life expectancy. During the year, 391 
servicemen aged 40 and under were retired with immediate annuities aggregating $472,000 
annually. In 1963-64 there were 286 servicemen in this category retired with immediate 
annuities and in 1962-63 the number was 201. 


The Department has been reviewing the existing provisions of the Canadian Forces 
Superannuation Act and has been considering the merits of providing deferred annuities 
similar to those available to civilian employees but does not contemplate proposing any 
changes until a more detailed study embracing the implications of the Canada Pension 
Plan has been completed. (See Appendix 1, item 20.) 
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85. Discretionary awards of Service pensions. In our Reports for 1963 and 1964 (para- 
graph 65) we noted that in determining pension awards every possible consideration is 
given to the welfare of the individual serviceman, and that it is sometimes questionable 
whether a reasonable balance is struck between fairness to the serviceman on the one hand 
and economy of public funds on the other. In the year under review similar cases were noted 
as follows: 


1. In three instances servicemen with slightly more than the minimum period of service 
were awarded full pensions, being retired as medically unfit. Information on file indi- 
cated that this reason was of secondary importance and that, had the primary reasons 
been recognized, contributions amounting to some $11,000 would have been repaid 
instead of annuities having a present value of about $85,000 being awarded. In addi- 
tion, each of the servicemen received the special benefit paid to members released 
because of integration of the Forces. Pending release, the servicemen attended extensive 
courses in electronic data processing and programming and retired to continue in that 
field of employment in the public service and in industry. In each case the new employ- 
ment was begun on the first day of terminal leave which was approximately three 
months before release date. Had the servicemen been granted voluntary releases, they 
would have received a return of pension contributions as noted above, with no entitle- 
ment to the special benefit. 


2. Four servicemen were awarded full pensions, having been retired compulsorily as 
medically unfit, with annuities having a present value of $129,000 and special benefits 
amounting to $14,260. The first, a serviceman 32 years of age with 13 years service, 
over-weight for four years, presumably was unable to regain normal fitness. In the second 
case, although the Service medical consultant did not consider that the officer’s condi- 
tion warranted a release on medical grounds, he felt that departure from the Service 
to satisfy his desire to return to farming together with adjustment of his marital prob- 
lems would bring rapid improvement. In the third case, the serviceman did not require 
hospitalization and active therapy and it would appear that the reason for the ter- 
mination of engagement was unsatisfactory service. The fourth serviceman, aged 26 
years, was released as disabled after serving ten years although the real reason appeared 
to be that he was not advantageously employable due to restricted learning ability and 
a desire to be released to accept civilian employment. 


3. Two servicemen of equivalent rank with comparable service and military records were 
retired with materially different benefits. In one case, an airman was recommended 
for release on medical grounds in spite of the fact that a personal assessment report at 
the same time recommended his promotion. He was awarded benefits having a present 
value of $22,000. In the other case, a leading seaman was considered disabled by the 
medical authorities, but the Service Pension Board determined release to be voluntary 
and he was given a return of contributions of $2,060. 


The Department is endeavouring to achieve a system under which the entitlement to 
all pensions will be specific. If this were possible it would eliminate the considerations of 
the Pension Board which is now responsible for establishing reasons for release. However, 

ho action has yet been taken to revise the present system as recommended by the Public 
Accounts Committee (see Appendix 1, item 21). 


86. Questionable period of service included when determining pension benefit. During 
the year six cases were noted in which officers and men released on pension had been 
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credited with pensionable service dating in one case from the age of nine and in five other 
cases from ages eleven and twelve. 

File documentation in respect of the early service was fragmentary, statutory declara- 
tions being accepted. In response to an Audit Office query about the officer whose service 
began at age nine, departmental officers replied that while enlistment at this age was 
contrary to regulations, the officer had not been discharged as being under age and con- 
sequently they were satisfied that he had served. In addition, they noted that the review 
board had agreed that the time claimed was in fact valid and since the officer had elected 
to contribute to the Canadian Forces Superannuation Account he was eligible to count 
the service as pensionable. 

In our opinion the acceptance of such service for pension purposes is unrealistic and an 
abuse of the pension privilege. 


87. Unemployment Assistance. The Unemployment Assistance Act, 1956, c. 26, 
provides for payment by the federal Government to the provincial and territoria. 
governments of 50% of the cost of providing assistance to persons unemployed anc 
in need. As early as 1958 our Report made reference to ambiguities in the text of the 
Act and to the resulting difficulties in administration. Subsequent Reports drew attentior 
to further difficulties in administration that had come to our attention. These difficulties 
arose mainly from the inadequate definition of shareable costs and from the relationshiy 
between this program and other programs of social assistance. In our 1961 and 196: 
Reports we recommended that consideration be given to the overall co-ordination of al 
programs involving assistance to individuals to avoid overlapping and duplication and t 
achieve greater equity in the treatment of individuals as well as to reduce the cost o 
administration. 


The Public Accounts Committee in its Fourth Report 1963 concurred in the view tha 
Parliament should give consideration to redrafting the Unemployment Assistance Ac 
so as to state more clearly the objectives and methods of achieving them and to remov 
ambiguities in the present law which have resulted in varying interpretations. The Com 
mittee also suggested that consideration be given to including with Unemploymen 
Assistance other existing programs to assist the needy so as to provide better co-ordinatio 
of federal-provincial efforts in this field (see Appendix 1, item 4), 

During 1965 discussions took place between the federal and provincial governmen’ 
with a view to introducing a comprehensive assistance plan which would embody assistant 
to all persons in need, including those presently eligible for social assistance in such forn 
as unemployment and old age assistance and blind and disabled persons allowances. 

During the year the following two additional questionable items of assistance we 
noted in provincial claims against the federal Government: 


OVERLAPPING OF ASSISTANCE.—Section 8 of the agreement entered into with t 
provinces under the Act permits federal sharing of any additional relief payments made 
recipients of other forms of social assistance, including Unemployment Insurance, in t 
circumstances where the basic assistance is not adequate to meet all of the recipients’ nee( 
In one province Unemployment Insurance benefits received for the first two weeks of entit 
ment have been disregarded as income in the determination of need. 


a 
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FULLY-EMPLOYED RECIPIENTS OF ASSISTANCE.—Assistance was being paid in one province 
to persons fully employed, to enable them to obtain housekeeping services where the spouse 
was unavailable or incapable of participating in family responsibilities. 


88. Provincial payments to federal hospitals under the H ospital Insurance and Diagnostic 
Services Act. In previous years doubt has been expressed as to whether the terms of the 
agreements with the various provinces under the Hospital Insurance and Diagnostic 


Services Act, 1957, c. 28, relating to payments to federal hospitals, were being adhered to 
in all cases. 


In our 1963 Report reference was made to the refusal of the Province of British 
Columbia to pay Miller Bay Indian Hospital for insured Services to insured residents 
when the accounts were not accompanied by a, certificate from the nearby Prince Rupert 
General Hospital that they had no accommodation available, despite the fact that the 
Indian hospitals had been included in the Hospital Insurance Agreement with the Province 
in recognition of their role in providing general hospital care to Indians. Reference was 
also made to reimbursement at per diem rates set by the Province below cost and below 
the corresponding rates at the Prince Rupert General Hospital, and to the fact that the 
Province deems some of the care given insured patients unnecessary and will not pay 


for it. 


The Province of British Columbia has now agreed to accept a maximum of 4,400 


patient days per year for which payment will be made to the Miller Bay Indian Hospital 


without a certificate from the Prince Rupert General Hospital as to the non-availability 


of accommodation. However, the number of patient days for insured services during 1964 
exceeded the allowable limit by 25% and payment for the excess amounting to $13,000 


has been refused by the Province. 


In our 1964 Report (paragraph 68) we drew attention to the situation in Alberta 

where, although the rate payable to federal hospitals has been fixed by provincial regula- 
tions, the Province has for several years paid less than this rate on the grounds that the 
lengths of stay in federal hospitals are considerably above the provincial average. 
We also noted that the accounting in federal hospitals generally was not in accordance 
with the Canadian Hospital Accounting Manual which provides a basic accounting system 
for purposes of the Act ; that accounting and medical records in some Indian hospitals could 
hot be said to be adequate for preparation of the necessary financial returns required by 
the agreements with the provinces; and that it was not always possible to determine rates 
oy reference to comparable non-federal hospitals because of the specialized nature of many 
‘ederal institutions. We recommended that steps be taken to bring federal hospital account- 
ng in line with requirements where necessary and that revisions to the agreements should 
9€ made to the end that all the terms may be fully complied with. 


In the circumstances it is still not possible in all cases to appraise the adequacy of 
ettlements being made by the provinces for services provided under the agreements to 


nsured patients in federal hospitals. 
} 


| 


89. Grant to International Society of Soil Mechanics and Foundation Engineering. The 
National Research Council with the approval of the Treasury Board made a grant of 
35,000 to the International Society of Soil Mechanics and Foundation Engineering to 
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assist in defraying the costs of a conference of the Society being held in Canada. The grant 
was paid in four instalments, a portion being charged to the appropriations for 1964-65 
and the remainder charged to the 1965-66 appropriations. 

The Conference was conducted by the National Research Council in the name of the 
Society. However, the manner sn which the Conference’s financial affairs were administered 
raises several questions. Payment of the grant was made by cheques drawn to the order of 
the Sixth International Conference of Soil Mechanics and Foundation Engineering and 
delivered to and negotiated by members of the staff of the National Research Council 
who were members but not officers of the Society. The cheques were deposited in a local 
bank and the proceeds used for payment of expenses of the Conference by means of cheques 
signed by the staff members. 

A budget of $125,000, subsequently increased to $170,000, was established for the 
Conference. The funds needed over and above the registration fees, sale of conference 
papers and the Council’s grant of $35,000 were sought in the name of the Society from 
industry and other interested persons, the letter from the Society asking that cheques be 
made payable to the ‘Receiver General of Canada (Soil Mechanics Conference, 1965)” 
The cheques were deposited in a trust account in the Consolidated Revenue Fund and 
since they represented donations to the Crown, receipts were issued by the Nationa 
Research Council so as to render the payments eligible for deduction by the donors fron 
income that is taxable. The amounts collected in this way together with the other revenue’ 
were, with few exceptions, deposited in the Consolidated Revenue Fund before bein 
transferred by the Council to the local bank in order to meet the conference expenses 0 
the Society. The exceptions represented amounts such as fees and proceeds from sale 
received in the form of currency and which were deposited directly in the local ban) 
account. 

We have no adverse criticism of the manner in which the National Research Counce! 
and its officers discharged their responsibilities to the Society under these arrangements 
We do find, however, that arrangements of this type transgress many of the principle 
governing effective control of public funds. They permit the mixing of public funds wit 
funds raised by and belonging to a private society and which in our opinion should k 
administered by that society in its own name and on its own responsibility. 


90. Departmental practices which lack statutory sanction. In its Eighth Report 1964 tk 
Public Accounts Committee recommended that four practices being followed by the Cu 
toms and Excise Division of the Department of National Revenue should receive statutol 
sanction if they are to be continued (see Appendix 1, item 37 ), These four practices concer! 

(a) release of goods under customs collector’s permission ; 

(b) sales of goods unclaimed at Customs; 

(c) duties and taxes on surplus United States Government property sold in Canada; and 

(d) determination of “sale price” for sales tax purposes. 


Three additional departmental practices which lack statutory sanction were not 
in our 1964 Report, as follows: 


paragraph 70—remission of duties on certain motor vehicles and parts; 
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paragraph 72—refunds of duties and taxes on estimated basis; and 


paragraph 73—refund of duty paid on goods diverted to use other than that for which they 
were imported. 


There were no amendments to the Customs Act during the year and the seven depart- 
mental practices referred to above as lacking statutory sanction were continued throughout 
the year. However, an amendment to the Customs Act in 1965-66 (1965, ¢.16) gave 
statutory sanction to items (a) and (c) above. The amendment also provided statutory 
sanction to the practice referred to in paragraph 70 of our 1964 Report dealing with “re- 
mission of duties on certain motor vehicles and parts’’. 


91. Settlement of sales tax on percentage of total sales. In previous Reports instances 
have been cited in which the Department of National Revenue has authorized the computa- 
tion of sales tax on less than the actual sale price contrary to the provisions of the Excise 
Tax Act. The Public Accounts Committee in its Eighth Report 1964 (see Appendix 1, 
item 37) included the following recommendation with respect to this practice: 


that an amendment be made to the Excise Tax Act designed to give statutory sanction to 
the existing scheme of valuation followed by the Department of National Revenue in 


authorizing manufacturers by regulation to compute the sales tax on less than the actual 
sale price. 


During the year another method of assessing sales tax came to our attention which in- 
dicates that proposals designed to give statutory sanction to the collection of sales tax on 
other than the basis required by present legislation must be carefully examined if a loss 
of revenue is to be avoided. 


In 1962 the Department became aware of an unsatisfactory situation with regard to 
exemption certificates covering tax-exempt sales of oil filters for internal combustion engines 
sold to farmers, loggers and fishermen. Following an investigation the Department ascer- 
tained that approximately 507% of the oil filters manufactured in Canada for use in internal 
combustion engines were used under tax-exempt conditions. It therefore ruled, contrary 


to the provisions of the Act, that henceforth the sales tax of 11% would be applied to 


only 50% of the total sales of each manufacturer on the understanding that exemption 


certificates would not be required nor would the Department consider any refund claims 
_ with respect to such filters. 


| Under this arrangement each manufacturer is expected to remit to the Receiver 
| General 11% tax on only 50% of all his sales of filters to unlicensed dealers. 

With effect from June 14, 1963, engines used in the logging industry were deleted from 
_ the schedule of exemptions. This, of course, reduced the number of oil filters used under 
tax-exempt conditions but, due to pressure of work, the Department had not yet been 
able to carry out the necessary investigation to determine a new percentage of sales on 
which the tax is to be applied. 

| This matter came to our attention when a routine Excise Tax audit resulted in an 
additional assessment of $3,605 which took into consideration changes made in the Excise 
Tax Act in June 1963. This additional assessment was reduced by $3,193 because of the 


‘Cepartmental ruling issued prior to the changes in the Excise Tax Act and which is still 
‘In effect. 
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92. Refund of sales tax on materials used in construction of certain buildings. In para- 
graph 71 of the 1964 Report attention was directed to section 47A of the Excise Tax Act, 
1963, c. 12, which reads as follows: 

Where materials have been purchased by or on behalf of 

(a) a school, university or other similar educational institution for use exclusively in the 

construction of a building for that institution, or 

(b) any organization for use exclusively in the construction of a building for that organi- 

zation that is to be used exclusively or mainly as a public library operated by or on 
behalf of that organization on a non-commercial basis, 

and the tax imposed by Part VI has been paid in respect of those materials, the Minister 

may, upon application by such institution or organization in such form as the Minister 

prescribes made to the Minister within two years from the time the materials were pur- 
chased, pay to such institution or organization an amount equal to that tax. 


In order to simplify the arrangements by which the refund could be granted, an 
Order in Council was passed which established a formula designed to determine the 
“approximate” value of taxable material in a building and to “estimate” the amount of 
the refund that may be claimed. This formula continued to be the basis for refunds 
throughout the year under review. 

Section 47A directs the Minister to pay an amount equal to the tax that has been | 
paid and there does not appear to be any authority in the Excise Tax Act to pay a refund 
based on an estimated taxable value of materials incorporated into a building. 


93. Crown-owned houses located at Coutts, Alberta, declared surplus to requirements. 
Although there had been no reduction in the staff of the Port of Coutts, four residences, 
two double garages, one pump house and the land on which these buildings were located 
were declared surplus to requirements by the Customs and Excise Division, Department of 
National Revenue. These buildings were originally constructed at a cost of approximately 
$61,000 in 1953 for the use of Customs-Excise officers. 

Three of the houses and lots have been sold for $12,600 by Crown Assets Disposal 
Corporation. The fourth property was offered for sale but only one offer of $2,000 was 
received and this was not accepted. The price obtained for the properties sold may be in 
line with current values but a loss of this magnitude suffered by the Crown on properties 
built only twelve years previously raises the question of the justification for the construc- 
tion of the houses in the first place. 


94. Drawback paid on goods destroyed after release from Customs. In the 1964 Report 
(paragraph 76) we questioned the right of the Governor in Council to authorize under 
authority of the Customs Act a drawback of all or part of the duties paid on goods which 
are destroyed after release from Customs, when section 22(6) of the Financial Administra- 
tion Act expressly forbids the Governor in Council to remit the tax under the same cir- 
cumstances. 

On the recommendation of the Department, the Governor in Council has since re- 
voked the offending regulation but no steps have been taken to recover the amount of 
$2,525 which was remitted illegally. 
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95. Commissions for issue of provincial hunting and fishing licences and permits. Certain 
customs and immigration officers have been granted permission by their respective depart- 
ments to issue provincial hunting and fishing licences and permits when requested to do 
so by provincial governments and to retain as remuneration any commissions paid to 
them. 

In British Columbia federal officers issued fish and game licences amounting to 
$250,000 in 1963. The commission on this amount was $25,000, some officers receiving 
over $400. At one port, where thirty federal officers are employed, licences valued at 
$115,000 were issued, resulting in commissions of $11,500. 

Since these officers are members of the federal public service employed on a full-time 
basis, it would appear that commissions earned should be paid to the Crown. 


96. Customs and Excise laboratory. The primary function of the laboratory is to identify 
and classify by chemical or physical means various materials described in the Customs 
Tariff, the Excise Act and other Acts of Parliament administered by the Department of 
National Revenue and to advise departmental officials on the drafting and enforcement 
of regulations where chemical or related scientific information is involved. 

In 1964-65 the laboratory incurred costs of approximately $120,000 in analyzing 
some 9,700 samples of which more than 6,000 came from the Customs Appraisers Branch. 
This number, however, does not include opinions given verbally because of the need for 
quick decisions. 

A number of the cases involved appeals against assessments of duties but in such cases 
the Department does not follow the usual practice of requiring that an appeal be accom- 
panied by a deposit, to be returned if the appeal is sustained. Other cases for which no 
charge is made originate in requests from importers or exporters through the Customs 

_ Appraisers Branch, a number of which result in direct beneft to the importers or exporters. 

Consideration should be given to the institution of appeal fees and to the adoption 

of a tariff of fees to be charged for professional services rendered to importers and exporters. 


97. Part-time Customs and Excise Enforcement Officer. A Customs and Excise officer 
| is usually a full-time employee of the Customs and Excise Division of the Department of 
National Revenue and his duties include the enforcement of the provisions of the various 
| Acts administered by that Division. 
| At one small port on the border the sole representative of the Department is a Customs 
and Excise Enforcement Officer who is employed on a part-time basis. This officer has 
‘extensive business interests in the area_mostly catering to the travelling public. A de- 
-partmental investigation based on complaints resulted in this officer being severely rep- 
‘rimanded by the Department for failure to properly enforce the provisions of the Customs 
Act. There has been a notable improvement in the officer’s work, the files indicating an 
Increase in the revenue collections at this small port and in the issue of tourist exemptions, 
‘temporary admissions and automobile and pleasure craft permits. Increases have also 
taken place in the number of general receipts issued covering abandonment of alcoholic 

beverages and cigarettes. 
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In our view there is a conflict of interest in this situation and as the importance of a 
border crossing point is not necessarily measured by the volume of traffic passing through 
it, it would be preferable were the interests of the Department looked after by a full-time 
customs officer who has no business interests in the area being served. 


98. Sight entries. In certain cases when, due to lack of information or documentation, 
it is not possible to prepare final customs entries covering imported goods at the time of 
their release from Customs, the collector may accept what is known as a “sight entry” 
accompanied by a deposit of a sum of money sufficient, in the judgment of the customs 
officer, to pay the duties. The importer is subsequently required to complete a “perfecting 
entry” within a time limit set by the collector. This procedure is provided for by sections 
24 and 25 of the Customs Act, R.S., c. 58: 


24, (1) If the importer of any goods, or the person authorized to make the declaration 
required with regard to such goods, makes and subscribes a declaration before the collector 
or other proper officer, that he cannot, for want of full information, make perfect entry 
thereof, and takes the oath in such cases provided, then the collector or officer may cause 
such goods to be landed on a bill of sight for the packages and parcels thereof, by the best 
description that can be given, and to be seen and examined by such person and at his ex- 
pense, in the presence of the collector or other proper officer, or of such other officer as is 
appointed by the said collector or other proper officer, and to be delivered to such person, 
on his depositing in the hands of the collector or officer a sum of money sufficient in the 
judgment of the collector or officer to pay the duties thereon. 

(2) If the importer does not complete a perfect entry within the time appointed by the 
collector, the money so deposited shall be taken and held as duty accruing on such goods, 
and shall be dealt with and accounted for accordingly. 

(3) In all cases where such goods are purchased or consigned a sufficient invoice therefor 
as provided in section 26, shall be produced within the said time appointed by the collector, 
and in default thereof the importer is liable to a penalty equal to the amount so deposited 
with the collector recoverable in any court of competent jurisdiction. 


25. Such sight entry may be made as aforesaid and the goods may be delivered, if such 
importer or person as aforesaid makes oath or affirms that the invoice has not been and can- 
not be produced, and pays to the collector or proper officer aforesaid a sum of money suffi- 
cient in the judgment of such collector or officer to pay the duties on such goods; and such 
sum shall then be held as duties. 


The Act requires that when a perfect entry is not completed within the time set by 
the collector, the deposit shall be accounted for as duty accruing on the goods. In our 


opinion this precludes any amendment of the time set by the collector after the time has 
expired. 


In practice, extensions beyond the period approved by the collector are often granted 
even without a request from the importer and refunds of deposits or parts of deposits are 
made by the collector after expiry of the time limit. Penalties are rarely assessed against 
importers when documents are not produced in order to perfect the entry. 

We are of the opinion that refunds after expiry of the time limit are illegal and failure 
to assess penalty when an entry is not perfected may result in loss of revenue as it 18 


generally accepted that in such cases the deposit based on the original appraiser’s estimate 
of the duties was insufficient to cover the duties. 
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99. Bonded warehouses. The trend in the Customs and Excise Division of the Depart- 
ment of National Revenue is to effect speedier release of goods to importers by deferring 
payment of duties at time of entry. Similarly, the requirement that a customs officer be 
present whenever goods are being released from a bonded warehouse has been dispensed 
with by eliminating the dual lock procedure, as recommended by the Royal Commission 
on Government Organization. These concessions benefit the importers but also involve a 
calculated risk in the collection of the revenue. 


When the customs surcharge was imposed in 1962, a number of importers made use 
of bonded warehouses in order to delay payment of customs duty in the hope that by the 
time the goods were actually required, the surcharge might have been removed. This 
increased use of such facilities inevitably involved the Department in additional super- 
vision costs. It is not uncommon for goods to remain, with the approval of the Governor in 
Council, in customs bonded warehouses for periods in excess of five years. 

In these days of rapid communication and transportation the need for bonded ware- 
houses may not be as great as it once was. We asked the Department whether any con- 
sideration had been given to amending the Customs Act in order to eliminate customs 
bonded warehouses for storage of imported goods for lengthy periods of time without 
payment of duty and if it was in a position to establish whether the licence and special 
service fees collected from proprietors of warehouses were sufficient to meet the depart- 
mental costs of supervising and controlling these warehouses. 

The Department was of the opinion that elimination of bonded warehouses could 
restrict current trade practices and large volume buying by importers. It also pointed out 
that the bonding of warehouse establishments allows an individual to operate a bonded 
warehouse in conjunction with a retail sales outlet permitting duty free merchandise to 
be sold for export. 

The Department informed us that the regulations and procedures respecting customs 
bonded warehouses are under review and that it proposed to conduct an administrative 
cost analysis of warehousing operations in order to establish a new scale of licensing fees. 


100. Possible loss of excise tax. The excise tax on automobiles was repealed on June 21% 


1961 and tax paid on automobiles in dealers’ stocks on that day was refunded. In the fall 


of 1963 the accounting transactions of one dealer who had received a refund of tax amount- 
ing to $16,700 figured rather prominently in a court case in which it was disclosed that he 
had been in the habit of overstating car inventories in order to deceive the car manu- 
facturer who financed the inventories. 

Payment of the refund claim by the Department was based solely on figures supplied 


_ by the manufacturer and certified by the car dealer in question. 


Although the Department took no action at the time these disclosures became public 


| knowledge, it did review the file at our request during the year and came to the conclusion 


_ that there is a possibility that fifteen vehicles on which excise tax of $2,375 had been 


refunded were not actually in the inventory on June 21, 1961, having been disposed of 
prior to that date. The Department explained that it would now be extremely difficult to 


establish definitely what vehicles were actually on hand on June 21, 1961 because the 
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departmental officer who approved the claim is now deceased, the claimant’s franchise 
agreement with the automobile manufacturer has been cancelled, the records of the 
claimant, now in bankruptcy, are not readily available and, furthermore, are not considered 
accurate. No attempt has been made to effect recovery. 


101. Charitable donations. Section 27(1)(a) of the Income Tax Act, R.S., c.148, provides 
that a taxpayer may deduct from net income the aggregate of gifts to charitable organi- 
zations in Canada up to 10% of net income. In the taxation year 1963—the last year for 
which statistics are available—charitable donations claimed as deductions amounted to 
$308,431,000 in the case of individuals and $41,700,000 in the case of corporations. 

The word “charitable” is not defined in the Act and the Department in administering 
this section relies on Common Law which recognizes ‘‘charity” as comprising four principal 
activities: the relief of poverty, the advancement of education, the advancement of religion, 


and other activities beneficial to the community not falling under any of the preceding 
heads. 


Many charities are well known to the taxing authorities and receipts issued for dona- 
tions are generally accepted without question when attached to a taxpayer’s return in 
support of a deduction for a donation he has made to a charitable organization. There is 
no requirement that charitable organizations be registered with the Department but in 
practice provision is made for formal approval which an organization may seek if it so 
wishes. Such approval is, of course, a necessity in the case of organizations which are not 
known and whose receipts might not be accepted by the taxing authorities in the absence 
of prior approval. The Department maintains, for its own use, a list of approved charitable 
organizations which currently includes over 1,200 names. 


A perusal of this list quickly gives the impression that all of the organizations exist 
for worthy purposes, but it is not so readily apparent that all are concerned with poverty, 
education, religion or purposes beneficial to the community. For obvious reasons assistance 
given personally by a taxpayer to a poor family for the education of one of its children 
cannot be recognized as charity for the purposes of the Income Tax Act. However, an 
equivalent amount given by the same individual to a professional association to which 
he may belong to be used to recognize scholastic achievement by a student of the asso- 
ciation is regarded as a charitable donation. 


Also included on the list are organizations which are set up in Canada for the collection 
of funds to be used for worthy purposes in other countries. It might be questionable whether 


these should be regarded as “charitable organizations in Canada” within the meaning of 
section 27(1)(a) of the Act. 


Charitable organizations which are incorporated must file annual income tax returns ~ 
including financial statements, but once any organization has been recognized the Depart- 
ment exercises no regulatory control, nor is there any other authority in Canada which 
exercises control such as requiring the filing of annual returns accompanied by financial 
statements giving a report of charitable activities. In the absence of such a control it is 
possible for organizations to change their character or even to cease serving any useful 


purposes, yet their receipts might continue to be accepted as evidence of genuine dona- 
tions to bona fide charitable organizations. 


AUDITOR GENERAL’S REPORT 65 


Consideration should be given to the setting up of adequate controls over the many 
charitable organizations now recognized. 


102. Remission of income tax on per diem allowances. Per diem allowances ranging from 
$50 to $60 were granted to each of the members of the Board of Trustees of the Maritime 
Transportation Unions. The income tax normally payable on these allowances was re- 
mitted by the Governor in Council under authority of section 22 of the Financial Admin- 
istration Act. 

Each of the departmental submissions to the Governor in Council and each of the 
remitting Orders in Council referred to the per diem allowances as remuneration and went 
on to state that any remuneration payable to the members of the Board of Trustees of 
the Maritime Transportation Unions would have been tax-exempt if the appointments had 
been made under the Inquiries Act, R.S., ¢.154. In actual fact, section 5 (1) (b) of the 
Income Tax Act grants to a person who was appointed or whose services were engaged 
pursuant to the Inquiries Act exemption from tax of “travelling or personal or living ex- 
pense allowances” paid under authority of the Treasury Board. In other words, it is ex- 
pense allowances paid to persons appointed under the Inquiries Act and not remuneration 
allowances to those persons which are exempt from income tax. 

This mis-statement of fact in the submissions and the resulting Orders in Council in 
no way affects the validity of the remissions granted and the remissions themselves are 
regarded as being in order. 

It is a matter of concern, however, when the Governor in Council is provided with 
incorrect information which may have had a bearing on the decision to grant the remissions 


requested by the Department of Labour. In the absence of amending Orders in Council 


which would indicate that the Governor in Council had been informed of the erroneous 
information provided, the matter is drawn to attention. 


103. Inadequate accounting and financial control procedures, Fort Smith, N.W.T. 
The Department of Northern Affairs and National Resources has established head- 
quarters for the administration of the Mackenzie District of the Northwest Territories at 


Fort Smith. The headquarters for one of the three regions into which the District has been 
_ divided for administrative purposes is located in the same community. 


| 


In 1964 we made a preliminary study of activities centered at Fort Smith to obtain 
first-hand information for the framing of a program of audit for the combined district and 
regional office, and to reach a decision regarding the extent to which the expansionof 
departmental activities in the North now required field audits in the area. An examination 


In June 1965 disclosed the following serious deficiencies in the accounting and financial 


control procedures: 


1. Internal control over cash receipts was lacking in that one employee was permitted to 
receive and record receipts, maintain or have access to accounts receivable ledgers and 
to have custody of the pre-numbered forms used for billing purposes. 


2. Departmental invoices were not subject to review and approval by unit heads before 
release. Collection and follow-up action respecting accounts receivable was inadequate. 
Numerous outstanding accounts dated back to 1961 and at March 31, 1965 accounts 
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outstanding for more than one year totalled $23,300, which was $8,100 in excess of 
items in the same category at the preceding year-end. Credit for additional services 
had been extended to debtors with long overdue accounts. 


_ The Fort Smith office performs accounting and collection services for the Department 


of National Health and Welfare. Unpaid invoices in respect of services performed for 
patients at a local clinic and at nursing stations at other points are turned over to the 
Department of Northern Affairs and National Resources for recording and collection 
action. Since no control account was being maintained over the accounts receivable 
ledger, individual ledger cards could be misplaced or lost without this becoming evident. 
Although the recording of receipts was up to date at the time of the audit, billings had 
not been posted since the end of April 1965. Even on this basis, a listing of the out- 
standing accounts totalled over $25,000. It was evident that appropriate action was not 
being taken to effect collection of old accounts and comparatively few individuals to 
whom credit was extended for medical services were settling their accounts. 


The Department has been authorized to sell electric power, produced from its own 
generating plants or from facilities operated by the Department of Transport, to 
private consumers in remote locations where alternative sources of supply are not 
available. Administration, meter readings, billings and collections for this service in 
areas other than Fort Smith have been largely delegated to area officers. In our opinion, 
centralized control over these matters is desirable and the necessary steps should be 
taken to effect this at the regional headquarters. 


Billings and collections for sewer and water services at Fort Smith have been handled 
by the Department, although the municipality was expected to assume responsibility 
in the matter on July 1, 1965. Meter readings and billings were found to be considerably 
in arrears. In June 1965 private consumers had been billed for services only to February 
28, 1965. Even with the arrears in billings, outstanding accounts amounted to more 
than $17,000 on June 15th. Internal accounting control was inadequate in that there 
was no control account over the individual accounts and the employees concerned with 
billing and the handling of cash had access to these accounts. We were later informed 
that the municipality did take over the service on July 1, 1965 and that the outstanding 
accounts had been reduced to $1,160. 


Motor vehicle licence plates issued initially from Fort Smith are sold at a number of 
locations. No accounting of unsold plates on hand at the year-end is made to Fort 
Smith and we were informed that many are sold to collectors for a nominal amount 
after the expiry date. The lack of internal control does not provide assurance that all 
revenue from this source is brought to account. 


' Although instructions are that a departmental officer take a physical inventory of | 
liquor at the Fort Smith store at the end of each month, our June examination showed — 


that the latest such count had been made on March 31, 1965. 


. The settlement of outstanding accounts payable was considerably in arrears, with 


delays of several months being not uncommon. 


On October 18, 1965 we were informed by the Department that a serious view had 


been taken of our report and that steps to meet the criticisms had already been initiated. 
The Department advised us that 


the majority of the problems result from insufficient staff in Fort Smith. Many employees 
unfortunately have had to be hired on a casual basis and consequently our turnover has 


been quite high. For some months now we have been working to correct this situation 
through recruitment of senior financial officers. 
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Although operations at Fort Smith are unique in that both district and subordinate 
regional activities are centered at the one location, the conditions revealed by our exam- 
ination indicate clearly that the audit coverage of northern points, which has been very 
limited, will have to be extended as soon as this can be arranged. 


104. Inadequate control of stores at northern locations. In its report on ‘Northern 
Affairs”, the Royal Commission on Government Organization pointed out that the relative 
isolation of the North made it essential that departmental operations be integrated in a 
number of matters, including supply and materials management. 


One of the first areas to be considered for integrated operations was Frobisher Bay, 
N.W.T., where a committee, on which all government departments and agencies with 
interests in the area were represented, reviewed common services and recommended 
divisions of responsibility. One conclusion reached was that the Department of Northern 
Affairs and National Resources should take over the operation of a consolidated stores 
set-up to meet requirements for supplies. The planning in that regard initially contemplated 
the procedure becoming effective in November 1964, but although April 1965 was later 
regarded as a more practicable date, consolidation has not yet been possible. The primary 
reason for the situation is that preliminary surveys showed that the control and manage- 
ment of the Department’s own stores was such that the value of the inventory could not 
readily be determined, and in this circumstance the Department was in no position to 
undertake the added responsibility of management of stores for other departments. 
Furthermore, an assessment of the situation made it apparent that management and 
control had been inadequate for several years. 


Stockpiling of stores is necessary in the North for a number of reasons, including the 
short shipping season, transportation difficulties and climatic conditions. In 1960 the 
Department sought authority to operate a revolving fund for the purpose of acquiring and 
managing stores of its Northern Administration Branch. Vote 574 of Appropriation Act 
No. 6, 1960, provided this, with the amount to be charged to the fund at any time not to 
exceed $500,000. Of this amount, $300,000 was allocated for operations centered at Fort 
Smith and, effective April 1, 1962, $200,000 for Frobisher Bay. Almost immediately it 
| became apparent that the amount provided for Frobisher Bay was inadequate. The value 
! of stores on hand (including a substantial quantity of obsolete and unusable items) which 
was to be a first charge against the revolving fund was in excess of the amount authorized, 
even after a decision was made not to bring certain materials within the fund. Neverthe- 
less, action to increase the fund or at least to have the obsolete and unusable items deleted 
Was not taken. Since the fund was not sufficient to finance operations, supplies were 
purchased and stockpiled from appropriations. In July 1964 it was stated that the stores 
Operation at this locale was “on a more businesslike basis’? and “well under control” and 
that an inventory taken a few months previously had produced a valuation of $309,000. 


| However, when arrangements were being made to take over the stores of other de- 
| partments at Frobisher Bay, it was found that control was still lacking. Not only were the 
‘Officially recorded stores not capable of verification but considerable quantities of con- 
‘struction and other materials, which had come into the possession of the Department 


following the withdrawal of the American defence forces of the Strategic Air Command or 
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which had been abandoned by contractors, had not been taken on charge and their value 
was not known. Arrangements were made to have an officer of the Department of Defence 
Production visit Frobisher Bay in January 1965 to survey the situation and to make 
recommendations for proper stores handling. Acting on the resulting report, stores spec- 
ialists were engaged to make a complete physical inventory, catalogue the stock, reconcile 
stock records and reorganize the stores layout. This undertaking is not expected to be 
completed until November 1965. The Management Analysis Division of the Civil Service 
Commission was also requested to study present procedures, design a stores system to 
meet the requirements of the area and prepare a procedure manual for the guidance of 
employees. The results of this study became available to the Department in August 1965 
and implementation of recommendations is now under way. 

Reference has been made above to the stores operation at Fort Smith. The examina- 
tion in June 1965 referred to in paragraph 103 disclosed weaknesses in inventory control 
at this establishment also. The results of a physical inventory of stores undertaken by 
departmental personnel in October 1964 but not yet completed, made even the approximate 
accuracy of the amount of $164,000 charged to the revolving fund extremely doubtful. 


105. Second class mail. In its Fourth Report 1963 the Public Accounts Committee 
expressed the belief that early consideration should be given by Parliament to the alterna- 
tives of revising upward the rates of postage on Canadian publications or providing an 
annual appropriation in an amount sufficient to cover the loss to the Post Office Depart- 
ment from handling second class mail (Appendix 1, item 1). The Committee requested the 
Auditor General to keep the matter before Parliament in his annual Reports in order that 
subsequent Committees might give consideration to it. 


The costs of handling the various classes of mail have in the past been estimated by the 
Department by means of a cost ascertainment procedure in which time studies were used 
The last departmental time study was in 1961-62. 

In 1964 the Department engaged a firm of consultants to examine its cost ascertain- 
ment procedures with a view to establishing accurate costs with respect to the various | 
classes of mail. The procedures recommended by the consultants were put into effect only 
in January 1965 and no figures are available to indicate the loss in handling second class 
mail for the year 1964-65. The loss in 1963-64 had been estimated at $35 million which 
included $1.5 million attributable to a special second class rate on newspapers and magazines — 
mailed by the public. This rate was discontinued effective April 1, 1964. 

During the year second class revenues increased by $250,000 to $8,433,000. The 
Department attributes the increase in part to the increase in postage rates on third class 
matter which was effective April 1, 1964 and which induced a large increase in applications 
for second class privileges for publications previously mailed as third class matter. 
With effect from April 1, 1964, there was also an increase in the postage rate on publications 
sent to foreign countries other than the Americas. 


106. Second class mail—free mailing privileges. Section 11 of the Post Office Act, R.S8 
c. 212, permits newspapers and periodicals that are published less frequently than daily 


but not less than once a month, to mail a maximum of 2,500 copies per issue free of postage, 
subject to the following conditions: 


4 
: 
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(1) addressees must be bona fide subscribers or newsdealers; 
(2) addressees must reside or do business within a 40-mile radius of the office of publication : 


(3) the office of publication must be located in a city, town or village with a population of 
not more than 10,000 persons. 


The 1961 census indicated that there were 598,000 people in the Province of New 
Brunswick and that the town of Campbellton had a population of 9,873. In 1963 the Domin- 
ion Bureau of Statistics estimated the Province of New Brunswick to have a population 
of 614,000 persons. 


The Centennial Commission, which is authorized to make grants on a per capita 
basis to provinces for local projects of a lasting nature, accepted the published intercensal 
estimates of the Dominion Bureau of Statistics for the year ended December 31, 1963 
which show the population for New Brunswick at 614,000. Accordingly the Province, 
using the 614,000 total, revised the population figures of the towns and cities, giving 
Campbellton a population of 10,130. 

In administering section 11 of the Post Office Act, the Post Office Department, upon 
learning the basis upon which centennial grants were to be made, cancelled the free mailing 
privileges previously enjoyed by three newspapers in the area. However, the publishers 
protested, maintaining that the 1961 census figure of 9,873 should stand and the Depart- 
ment re-instated the free mailing privilege. 


107. City transportation services. In an examination of payments by the Post Office 
Department for street letter box clearance in one large city, we observed certain factors of 
time, trips, etc., as set out in the contract specifications that did not correspond with the 
actual performance. It appeared that running time plus time allowances as scheduled in the 
contract and on which payment is based was substantially in excess of the actual hours 
worked. Our test, projected on an annual basis for that city, indicated that idle time totalled 


Some 19,000 hours, costing an estimated $68,000. 


Time allowances are designed to compensate the contractor for unavoidable 


| delays due to traffic congestion, adverse weather conditions, detours, etc., as well as minor 
_ extensions or changes in routes. The Department conceded there might be a tendency for 
_ Such allowances to be extended beyond reasonable limits and undertook to have a check 


made of the various routes with a view to adjusting the schedules as required. 
The Department has since informed us that this survey revealed certain anomalies 


_in the service provided, in addition to inconsistencies in time allowances. The entire col- 


- lection service in that city has been re-designed to eliminate these anomalies and to permit 


_ an integrated work flow. A saving of approximately $38,000 per annum has resulted. 


108. Postage stamps destroyed. During the year the Post Office Department purchased 
postage stamps to a total face value of $109,470,000 at a cost of $1,323,000. In the same 
period, stamps having a face value of $5,272,000 and an estimated cost of $64,000 were 
_ destroyed or held for destruction at the year-end because they were spoiled in handling, 
unsaleable or returned from postmasters in lots too small for economical re-issue. 
| Included among the stamps destroyed or held for destruction were approximately 
93 million stamps, costing $16,000, of a special 1964 Christmas issue of 412 million stamps 
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purchased at a cost of $125,000. The Department over-estimated the demand for these 
stamps and was precluded from using the issue in another year because the stamps were 
dated ‘Christmas 1964’. 


109. Write-off of obsolete stores. Section 60(2) of the Financial Administration Act 
provides as follows: 


Where a board of survey constituted under subsection (1) recommends the deletion 
from inventory of any obsolete or unserviceable stores or materials or any stores or materials 
lost or destroyed, the appropriate Minister with the approval of the Treasury Board, may 
direct the deletion of all or any part of such stores or materials from the inventory, but the 
value of stores or materials so deleted shall not be credited to a revolving fund except with 
the authority of Parliament. 


The Treasury Board, under the provisions of this section, approved the deletion of | 
stores which had cost $19,667 from the inventory of the Post Office Department and — 
approved the inclusion of an item in the Supplementary Estimates in order to reimburse 
the Post Office Revolving Fund for the cost of these stores items which had become obso- 
lete in inventory. 


The amount appeared in Supplementary Estimates (D), Vote 1d, 1964-65, under 
“Postal Services, $328,700”, as an allotment for ‘Mail Bags and Letter Carrier Satchels, 
$19,700”, rather than as a separate supplementary item in such a manner as to indicate © 
that the amount was to recoup the Post Office Revolving Fund for losses due to obso- 
lescence. The wording of this Estimates item does not convey to Parliament its real purpose. 


110. Charges for Post Office lock boxes and bag service. Post Office patrons who receive 
incoming mail in lock boxes are charged an annual rental varying from $2 to $18 depending 
on the size of the box and on whether the patron lives outside or inside of the letter carrier 
area. 

Some patrons who have a very large volume of incoming mail do not rent a lock box | 
but are provided by the Post Office with what is known as “bag service” for which they | 


are charged an amount of $10 or $18 per annum depending on whether they reside outside 
or inside of the letter carrier area. 


There are other patrons with a heavy volume of incoming mail who rent a lock box 
(usually but not necessarily one of the largest) although the box cannot handle the mail 
volume so that bag service has to be provided. In some cases the box remains unused, 
all the mail being put up in bags for the patron. In such cases the lock box is generally 
retained because the patron wishes to have a post office box number as an address, but 
although he has the use of the box and is also receiving bag service, he pays only the annual 
lock box rental, no charge being made for the bag service. 

We have pointed out to the Department that the provision of a lock box as well as 
bag service for the one annual fee not only provides the patron with a free service not 
available to other patrons, but may be tying up lock boxes required for other patrons. 


The Department has advised us that the situation has been under study but a solution 


has not yet been found because of ‘the complexity of the problem and possible effect any 
change would have on our box assemblies and post offices’’. 


AUDITOR GENERAL’S REPORT 71 


111. Post Office Savings Bank. At March 31, 1965 the balance on deposit in approxi- 
mately 300,000 accounts in the Post Office Savings Bank was $23,255,000, including 
approximately 200,000 accounts with an aggregate balance of $2,801,000 classified as 
dormant and unclaimed. In many of these latter accounts the balance of principal has 
remained unchanged for many years. 


Section 52(4) of the Post Office Act, R.S., c. 212, provides that: 


Interest on deposits in the Post Office Savings Bank shall be added to and become 
part of the principal as of the 31st day of March in each year. 


However, in order to keep costs down, interest earned by these dormant and unclaimed 
accounts, which is a charge to annual expenditure, is not being credited to the individual 
accounts but is calculated on the balances of the contro! accounts only and credited to a 
relatively few interest accounts. Interest accumulated in this manner to March 31, 1965 
totalled almost $1 million and is increasing at the rate of $69,000 annually. 

The Department is now giving consideration to the manner in which the Post Office 
Act could be amended in order that it might deal with unclaimed balances in accounts of 
the Post Office Savings Bank in a manner similar to that in which unclaimed balances in 
chartered banks are handled. 


112. Construction of headquarters building, Department of National Health and Welfare. 
The lowest tender received in 1961 by the Department of Public Works for the construc- 
tion of a new headquarters building for the Department of National Health and Welfare 
was $7,225,000. The Treasury Board considered this amount to be too high and instructed 
the Department of Public Works to reduce it by negotiation with the low bidder. 

It was decided that a substantial reduction could be effected by a number of changes 
in the specifications and by relocating the departmental cafeteria in the basement instead 
of following the original design which proposed its construction as a separate adjacent 
building. A net reduction of $512,000 for these changes was offered by the successful 
tenderer after adding $26,000 for the work involved in installing the cafeteria in what was 
previously to have been an unfinished basement area. The alterations in the plans resulted 
in a negotiated contract price of $6,713,000. 

The Department of National Health and Welfare was not satisfied with the new 
basement plan and called for a number of alterations. The Department of Public Works 
also required some changes. When the contractor quoted a price of approximately $260,000 
for the work involved, the Department of National Health and Welfare was informed 
that the extra cost was unacceptable to the Treasury Board and that all changes would 
have to be kept within the limit of $26,000 previously approved. This resulted in further 
plan changes. 

The plan changes involved in the initial price reduction would have been made by 
the consulting architects without charge but subsequent changes were so numerous and 
extensive that they asked for and were paid $56,825 as an additional fee for what was 
described as ‘abandoned work and re-design attributable to major changes”. 


Payments for the construction of the building to date have totalled $7,264,000, con- 
sisting of $6,865,000 paid to the contractor and $399,000 to the consulting architects. 
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The increase in the construction cost over the price negotiated earlier is due to additional 
items of work, primarily in respect of the foundation and the podium area. 


113. Cost of construction of the National Gallery. In May 1957 a contract was awarded 
by the Department of Public Works for the construction of a building in Ottawa for the 
National Gallery of Canada. The contract specified a fixed price of $4,986,000 with delivery 
of the building in August 1959. 

At the request of the Department of Public Works, this fixed price contract was 
amended by the Treasury Board six times. The building, which cost $5,218,000, was 
finally accepted by the Department on February 3, 1960. The additional costs of $232,000 
were caused mainly by circumstances which had not been foreseen when the contract 
was entered into. 

Site excavation work was delayed by the discovery of clay seams in the rock, which 
required further core drilling to determine the adequacy of the foundation design. A 
further delay occurred while underpinning was placed to support electrical ducts located 
beneath an adjacent sidewalk. In addition, National Gallery officials requested that 
changes be made in the partitioning and luminous ceilings, etc. These changes necessarily 
interrupted the contractor’s timetable and added materially to the final cost. 

Following delivery of the building, the contractor submitted a delay claim covering 
his site administration costs, loss of productive equipment time and increased heating and 
other costs. The claim was paid in the amount of $35,632 in August 1964. 


114. Cost of revised and abandoned plans for buildings in Ottawa. In March 1961 two 
firms of consulting architects were engaged to prepare plans and specifications and to 
supervise construction of a headquarters administration building in the Confederation 
Heights area for the Department of Northern Affairs and National Resources, together 
with an adjoining headquarters building for the Department of Forestry. The complex 
was also to include accommodation for the Canadian Government Travel Bureau and a 
unit of the Department of Public Printing and Stationery. The estimated cost of con- 
struction was $9,987,000 with architects’ fees amounting to $484,000. 

The architects completed the plans and specifications for the project by early 1963. 
Subsequently it was decided not to locate the Department of Forestry and the Canadian 
Government Travel Bureau in the complex. The architects thereupon redesigned the plans 
for the remaining known occupants. It later developed that the space planned for the unit 
of the Department of Public Printing and Stationery was not required. 

In November 1963 strenuous objection to the Confederation Heights location was 
lodged by the Minister of Northern Affairs and National Resources on the grounds that 
the Department should be located in the central part of the city “‘with ready access to the 
House of Commons’’. This objection led to cancellation of the proposal to locate the De- 
partment at Confederation Heights and it has since been accommodated in a new down- 
town building, 219,000 square feet of space having been leased for a period of ten years 
at an annual rental of $688,000. The Department had previously occupied 120,000 square 


feet in a number of down-town buildings with an annual rental value of approximately 
$351,000. 
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In May 1964 the Treasury Board approved in principle modification of the Con- 
federation Heights building plans to adapt them for an administration building for the 
Taxation Division of the Department of National Revenue. In order to salvage as much as 
possible of the plans already completed, the Department of Public Works proposes to 
retain the building in its original design except that it will be reduced from seven. to five 
storeys with the cost of construction estimated at $6 million. It also proposes to construct 
a building in the same area to house a data computer centre for the Department of National 
Revenue and a cafeteria building to be linked to the administration building, the estimated 
cost of these being placed at $9 million. 

As a result of this re-planning of the whole project, it is estimated that the fees which 
will finally be paid to the two firms of architects will approximate $936,000, including an 
expense of about $220,000 resulting from the revisions to and the abandonment of plans 
in respect of the original concept. 


115. Cost of abandoned plans for headquarters building, Department of Transport. In 
1957 the Department of Transport requested a new headquarters buildin gin Ottawa and 
in 1960 the Department of Public Works agreed that provision should be made for a 
suitable building in the Confederation Heights area. Preliminary plans were for a building 
expected in October 1961 to cost between $10 million and $12 million. 

Two firms of consulting architects were appointed in November 1961 to prepare 
plans and specifications and to supervise construction. However, following consideration 
of a master plan prepared for the National Capital Commission for the future develop- 
ment of federally-owned property in the Confederation Square area, the decision was 
taken in September 1963 that the proposed Department of Transport building should be 
located in this area. 

It was decided in June 1964 to discontinue the services of the consulting architects and 
the contract was cancelled, with the consultants, who had done considerable work on 
the plans for the proposed building, being paid $80,580 for their services. 


116. Cost of modifying heating plant in new building, Toronto. The Mackenzie Building 
was built to house government departments in Toronto and was accepted from the con- 
tractors in stages between November 1959 and April 1960. Its final cost was $13,087,000. 

At the request of the Department of Public Works, the consulting architects provided 
for the use of coal in heating and specified underfeed ram type stokers. Over the period of 
a year during construction the contractor operated the boiler plant for temporary heating 


_ using the type of coal recommended by the stoker manufacturer. 


Difficulties in operating the heating plant were encountered by the Department 


_ Shortly after it took delivery of the building. The architects denied responsibility, pointing 


out that they had advised the Department of the importance of purchasing coal based on 
the recommendations of the manufacturer of the installed equipment but that their advice 


| had not been taken. 


In 1964 the Department converted the heating plant from coal to natural gas, with 


| oil as a stand-by, at a cost of $27,389. 
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117. Relationship of site cost to building cost, Woodstock, Ont. In considering proposals 
for the construction of federal buildings, the Treasury Board follows a general rule that 
costs of the site should range between 15% and 25% of building costs. If a greater per- 
centage cost appears, the department concerned is required to explain in detail the special 
circumstances necessitating the higher cost. 

In the case of a new federal building in Woodstock, the site cost exceeded 52% of 
the building cost when the proposals of the Department of Public Works were set aside 
in favour of those made by municipal officials and others. 

In September 1960 the Department received the concurrence of the Treasury Board’s 
Advisory Committee on Accommodation Standards to a proposal for erection of a federal 
building to house government departments at Woodstock at an estimated cost of $425,000. 
The site approved by the Committee was a Crown-owned armoury property and an 
adjoining property which it was expected could be acquired for approximately $60,000. 
Its location, less than two blocks from the main street and adjacent to the provincial 
buildings, was reported to be acceptable to the municipality. 

Shortly after taking this decision the Department was asked by the Mayor and others 
to consider another site which it was claimed would prove more beneficial to the munici- 
pality in its overall planning and would help to rehabilitate a depressed section of the city. 
While the location of this site compared favourably with the original one, the Department 
viewed with concern the increased cost of acquiring it. 

However, in February 1962 it decided to proceed with the site favoured by the local 
officials and expropriated six properties required for siting and parking facilities. 

During 1962 and 1963 the Department submitted proposals for settlements to the 
Treasury Board for approval. In September 1962 the Board stated that although the land 
costs appeared unnecessarily high, “abandonment of the properties would result in very 
serious claims being submitted against the Crown which in turn would tend to outweigh 
any savings to be realized by reverting to the Armoury or some other less costly site”. 

The total cost of the site including payments to the former owners, to certain tenants 
in respect of leasehold interests, legal services, demolition of the buildings, etc., amounted 
to $283,000. The final cost of the building erected on the site, with associated costs in- 
cluding consultants’ fees, will approximate $537,000. 


118. Cost of little-used railway spur line, Pointe-au-Peére, Que. In 1958 the Department 
of Public Works decided to proceed with the construction of a deep water winter port at 
Pointe-au-Pére costing approximately $3 million. Included in this development was to 
be a spur line, 33 miles long, from the Canadian National Railways main line to the pro- 
posed port. The Department estimated the cost of such a spur line at $600,000 and invited 
the Railways to give favourable consideration to this investment as their share of the 
overall project. 

The Railways declined, stating that their assessment of the situation was that the 
possible new rail traffic which might be expected to result from the building of the line 


would not justify their assuming “all or part of the capital cost and/or the related 
annual maintenance cost”’. 
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In 1960 the Department obtained authority from the Treasury Board to enter into a 
standard industrial siding agreement with the Railways which provided that the De- 
partment would accept financial responsibility for the acquisition of the site, the con- 
struction of the right of way, maintenance and snow removal. The Railways agreed to 
install the rails and associated equipment for which an annual rental would be required. 

Construction of the spur line was completed in 1961 at a cost of $401,000 to the De- 
partment, whereupon it transferred the facilities to the Department of Transport for 
control and management, with the latter Department becoming responsible for the pay- 
ment of the annual rental of $4,169 for the trackage. However, no annual rental has been 
paid yet. 

The Department of Transport was concerned that responsibility for this spur line 
should be thrust upon it in this way and asked for a clarification of policy. As a result, the 
Treasury Board in 1963 approved of a new policy to be followed in future with respect 
to the installation of railway tracks on government wharves. This policy provides that 
tracks at new wharves are to be installed only at the request and expense of a railway, with 
the railway determining whether the traffic involved would justify such consideration. 

The wisdom of this policy is illustrated by the use made of the spur line since its 
construction at Pointe-au-Pére. Only four carloads were handled on the spur in 1962 and 
none in 1963. The primary use of the track has evidently been to bring railway cars to 


the wharf in winter to serve as a windbreak for ferry traffic. 


119. Faalure to provide for subsidy review. In October 1962 a company which proposed 
to construct a new floating dry dock at Montreal approached the Department of Public 
Works to obtain financial assistance under the Dry Docks Subsidies Act, R.S., c. 91. The 
Act provides that the Governor in Council may authorize the payment of a subsidy in 
respect of dry docks in the category contemplated, not exceeding 45% per annum of the 
cost of the work, to a maximum of $4 million, during a period not in excess of 35 years. 
On this basis the Department sought approval in principle from the Treasury Board to 
enter into an agreement to pay a subsidy of $180,000 per annum if the private capital 
outlay was at least $4 million. | 

The Board concurred with the Department’s proposal on condition that the agree- 
ment provide that the subsidy be the subject of review at reasonable intervals, three to 
five years being mentioned. If these periodic reviews established that the net operating 
revenue, together with the subsidy, had resulted in a return in excess of 12% on the private 
capital investment, provision was to be made for a downward adjustment of the subsidy 
for the ensuing period. 

The proposed dry dock could not qualify as a floating dry dock of the first class, as 
defined by the Dry Docks Subsidies Act, because it would not be capable of receiving and 
repairing therein ‘‘with ease and safety the largest ships or vessels of the British Navy 
existing at the time the contract is entered into’’. This impediment was, however, removed 
by Public Works Vote 132e, Appropriation Act No. 4, 1964, assented to on April 13, 1964, 
the text of which was: 
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Payment to Canadian Vickers Limited of a subsidy in respect of a dry dock in Montreal, 
Quebec, in accordance with the Dry Docks Subsidies Act, Chapter 91, R.S., as though 
it were a dry dock of the first class described by section 7(a) of the Act............--- $1. 


On April 28, 1964 the Department of Public Works reported to the Governor in 
Council that the Canadian Maritime Commission had been authorized to pay a subsidy 
of $2,198,000 towards the cost of the dock under the Ship Construction Assistance Regu- 
lations and that this, when applied in reduction of the cost of the dry dock estimated by 
the company at $6,299,000, would reduce the company’s investment to $4,101,000. Ac- 
cordingly authority was sought and obtained to enter into an agreement for the payment 
of an operating subsidy under the Dry Docks Subsidies Act of $180,000 per annum for 
a period of 35 years. 

The Department, however, failed to advise the Governor in Council of the condition 
imposed by the Treasury Board in 1962 whereby the subsidy should be reviewed at periodic 
intervals to determine whether net operating revenue, together with the subsidy, was 
resulting in a return in excess of 12% on the company’s own investment, and this proviso 
was not included in the agreement signed by the Department with the company in June 
1964. 

The Department was asked for an explanation and we were informed that the Board’s 
requirement had been inadvertently overlooked. In November 1965 the Department 
informed the company that, in the circumstances, there was no alternative but to amend 
the agreement by the inclusion of the necessary proviso. 


120. Cost of activating water supply system, Churchill, Man. In 1960 a contract was 
placed by the Department of Public Works for the construction of an access road, an 
intake structure and supply lines to provide a water supply system at Churchill, which 
was completed in 1961 at a cost of $932,000. 


The construction of an intake pumphouse had been planned so that the supply lines 
could be activated shortly after their completion without lying dormant during the winter 
season. However, the contract for the pumphouse was not awarded until April 1962. It 
was scheduled for completion in October 1962 which date was eventually extended to 
November 1963 because of difficult excavation problems. It was completed by August 
1963 at a cost of $257,000. 


The delay in proceeding with the construction of the pumphouse meant that the water 
supply system could not be placed in operation before the 1961 freeze-up. The lines were 
de-watered to prevent frost damage and a resident engineer from the firm of consultants 
retained for the project was authorized to remain at the site during the winter to ensure 
that air pressure was maintained to guard against water infiltration. Notwithstanding 
this precaution, a partial blockage caused by ice was encountered when the lines were 
tested in October 1962. Although the pumphouse contractor made preliminary efforts to 
clear the lines, the situation became more critical and in December 1962 the Department 


instructed the consulting engineers to take emergency action. It was not until the following 
November that all lines were activated. 


In addition to their charges for consulting services in the construction of the water 
supply system, the consulting engineers claimed an additional $141,000 for their services 
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in freeing the lines and activating the system, and these claims for the most part were 
paid prior to March 31, 1965. The Department has taken the position that insufficient 
care was taken by the consultants to ensure that the lines remained water-free during the 
freezing period. The consulting engineers maintain that the basic cause of the mishap was 
that the supply lines were built considerably in advance of the pumphouse. 

The consulting engineers have assumed $10,000 of the cost without prejudice to 
their position. 


121. Additional costs due to inaccurate specifications. In May 1962 the Department of 
Public Works awarded a contract in the amount of $118,000 for dredging in the harbour 
at Sault Ste. Marie, Ont. 

The pre-dredging boring program carried out by departmental engineers had shown 
no bedrock above grade, although it was stated that some occurred between grade and 
sub-grade. The contractor reported that he had encountered either very large boulders or 
extremely hard shelves of flat sandstone and as a consequence was obtaining little or no 
production and suffering more than average wear and tear on his equipment. Shortly 
afterwards the departmental district engineer informed the Department that contrary 
to the information provided by the pre-dredging borings, sweeping, sounding and inspec- 
tion by divers had revealed substantial areas of bedrock above grade. 

The contractor was paid an additional $28,000 to cover loss of time and the additional 
wear and tear to which his equipment had been exposed while working in the bedrock area. 


122. Continuing federal assistance to intra-provincial ferry services. In our 1963 Report 
attention was drawn to the continuing federal subsidization of ferry landing facilities for 
provincial governments despite the general policy of the Department of Public Works 
and the Treasury Board over many years to regard such facilities at either end of a ferry 
service linking an intra-provincial highway as the exclusive responsibility of the province 
concerned. 

The cases described at that time dealt with major wharf improvements in the lower 
St. Lawrence area, namely at Les Eboulements for the ferry service to Iles aux Coudres 
and the construction of terminal facilities at Matane for the ferry service to Godbout. 
In the latter case the Treasury Board withheld its approval of the contract because it 
was felt exception should not be made to the general policy regarding facilities for intra- 
provincial ferry operations. Eventually, however, ‘since some commitment had been 
given to the private interests, on which basis they undertook substantial commitments 
related to the acquisition of a vessel and the construction of the Godbout terminal”’, the 
Board reluctantly approved proceeding with the Matane project which was completed 
at a cost of $172,000. 

Construction of the Matane terminal and dredging at Godbout were undertaken at 
that time on the understanding that the ferry operator would construct the Godbout 
terminal and acquire and operate the ferry without further federal assistance. Notwith- 
_ Standing this, Executive authority was granted in August 1963 for entry into a three- 
_ year subsidy agreement. 
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In 1963 the Department of Public Works was requested by the private owners to 
purchase the Godbout terminal on the grounds that the facilities at both ends of other 
ferry services in the lower St. Lawrence River area had been provided at federal expense. 
Specific provision was made for the purchase in Vote 30 of the Department’s 1964-65 
Main Estimates and the purchase was approved by the Treasury Board in July 1964 at 
a cost of $268,000. 

This acquisition has now brought to six the number of locations where the federal 
Government has provided terminals at both ends of cross-river ferry services in the lower 
St. Lawrence River. The total expenditure over the years for these terminals, which in 
some cases form part of shipping wharves, had exceeded $7 million at March 31, 1965. 


123. Contribution due for ice control structure, Montreal. Ice jams have always been a 
serious problem in the St. Lawrence River between Lake St. Peter and the Montreal 
harbour. It was foreseen that creation of the site for Expo ’67 in this area would intensify 
this problem. Since icebreaking capacity sufficient to guarantee an open river throughout 
the winter could not be assured, an interdepartmental committee decided in 1963 that 
an additional safeguard should be provided in the form of an ice control structure to 
provide protection to the Exhibition site and to assist in controlling the ice conditions in 
the area. It was announced early in 1964 that the estimated cost of the structure would 
be $12.5 million. It is now expected to cost approximately $15.5 million. 

Following a meeting held with the City of Montreal in July 1963, a document was 
signed by the three federal Ministers concerned and the Mayor of Montreal, which among 
other things recorded the City’s agreement to make a contribution of $2.5 million toward 
the cost of the project. 

It was May 1964 before legal officers of the Department of Public Works and the 
City of Montreal met to work out the details of an agreement to provide for this con- 
tribution by the City. The departmental legal officers, however, expressed doubts as to 
the legal capacity of the City to enter into the project without provincial legislation. AS 
a consequence it was not until June 1965 that an opinion was obtained to the effect that 


the City would be so empowered, subject to the passing of an enabling by-law by the City 
Council. 


The agreement has not yet been signed. Meanwhile, construction has proceeded and 
the project is due for completion by July 1966. Federal government progress payments to 
the contractors and engineers up to March 31, 1965 totalled $5,983,000 and have been 
advanced without any contribution so far by the City of Montreal under its 1963 
undertaking. 


The Department advised us in November 1965 that the resolution of the problem is 
imminent. 


124. Funds not accounted for by former officers. It will be noted from paragraph 2 of 
this Report that section 70(1)(e) of the Financial Administration Act requires the Auditor 
General to call the attention of the House to every case in which he has observed that 
there has been a deficiency or loss through the fraud, default or mistake of any person. 


AUDITOR GENERAL’S REPORT 79 


Details of all losses incurred by reason of defalcations or other fraudulent acts or 
omissions of a public officer are listed annually in a statement of losses in the Public Accounts 
prepared pursuant to section 98 of the Financial Administration Act. The Audit Office 
checks this statement of losses to ensure that all losses observed during the year are 
included therein and has followed the practice of calling the attention of the House only 
to individual deficiencies or losses when the circumstances appear to warrant this. 

The statement of losses in the Public Accounts for 1963-64 listed two losses, totalling 
$912 and $470 respectively, resulting from “misapplications of, or omission to account 
properly for, public funds’’. These losses were established by the Royal Canadian Mounted 
Police as having been caused by the failure of two of its officers to properly account for 
public moneys in their charge. 

In December 1964 the two officers responsible for these deficiencies were compulsorily 
retired on pension ‘‘to promote efficiency’’, the pension in one case being reduced, under a 
provision of the Royal Canadian Mounted Police Pension Continuation Act, to relate to 
the period of satisfactory service prior to the time of misconduct. 

In January 1965 the R.C.M.P. sought to collect the amounts of the two losses by 
deduction from the pensions of the officers involved pursuant to section 95(1) of the Finan- 
cial Administration Act which reads as follows: 

Where, in the opinion of the Minister of J ustice, any person is indebted to Her Majesty 
in right of Canada in any specific sum of money, the Treasury Board may authorize the 
Minister of Finance to retain by way of deduction or set-off the amount of any such indebted- 
ness out of any sum of money that may be due or payable by Her Majesty in right of Canada 
to such person. 


In accordance with this provision, the Department of Justice was asked to consider a 
reference to the Treasury Board in order that the losses might be discharged in the manner 
sought by the Force. After the Department had examined the material assembled by the 
Force in the course of its investigation, they advised that the material did not establish 
that the two former officers “are indebted to Her Majesty in right of Canada within the 
meaning of section 95(1) of the Financial Administration Act and that, in any event, there 
is no specific sum within the meaning of that section’’. 

As a consequence of this decision, no recovery of the losses will be made from the 
officers’ pensions. 


125. Excess cost of Seaway property. In 1955 the Department of Transport expropriated 

52 acres of land in the Township of Cornwall, Ontario, for the purpose of a future all- 

Canadian seaway. One of the properties had frontage on the Cornwall Canal and the 

former owner of the property had a licence from the Department to use canal lands to 

_ unload and store coal. During negotiations to effect settlement for the property the 

_ former owner demanded either special compensation for the benefit he enjoyed from the 

_ use of canal lands or a 20-year lease without cancellation clause. Consequently, the 

| Department decided that the property would be acquired only when it was actually needed 
- for canal purposes and it abandoned the expropriation in 1956. 
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Although the property was then surrounded by Crown-owned lands and it was evident 
that it would have to be re-expropriated and compensation paid to the owner for im- 
provements and loss of business, the owner proceeded to construct a 96,000-barrel fuel 
oil storage tank in 1956 and, without obtaining an easement, installed an oil pipeline across 
the Crown-owned canal lands to a dock on the canal. For several years afterwards the 
owner tried to sell the property to the Department of Transport and later to The St. 
Lawrence Seaway Authority. In 1961 the owner submitted an application for a lease in 
which an offer was made to sell the property to the Authority for $280,000 and to lease it 
back from the Authority at an annual rental of $16,000 for a period of fifteen years, subject 
to cancellation at the option of either party on six months notice. The property was then 
purchased on this basis with the approval of the Governor in Council on April 30, 1964 
for $282,000, including $132,000 for the oil storage tank. Indications are that the antici- 
pated rental income over fifteen years was a consideration in the decision to purchase the 
property at the price offered. On May Ist the vendor signed a lease for a parcel of this 
land and another company in which the former owner had an interest signed a lease for a 
second parcel containing the storage tank, together with a right-of-way for a pipeline 
extending across the first parcel. On May 5th, or four days later, the former owner gave 
six months notice of cancellation of the lease on the first parcel. 

As a result, the Authority will not receive approximately $90,000 rental income which 
it had expected to receive under the lease on the first parcel. Furthermore, it has paid 
$132,000 for an oil storage tank which was not in existence at the time of the original 
expropriation. 


126. Deficits on inspection services. The Standards Branch of the Department of Trade 
and Commerce is responsible for the administration of the Gas Inspection Act, R.S., 
c. 129, the Electricity Inspection Act, R.S., c. 94, and the Weights and Measures Act, 
R.S., c. 292. These statutes regulate the sale and use of measuring devices required for 
the distribution of gas and electricity and for general weight, volume and length determina- 
tion. The inspection in each service is two-fold: first, approval of meters and devices before 
sale and installation, and second, in-use inspection. 

Our examination of the Branch records included an appraisal of the internal controls 
and procedures in revenue collection as well as a comprehensive analysis of revenues in 
relation to costs incurred. In our opinion the revenue earned from inspections is subject 
to adequate continuous internal check and accountability but there is an increasing 
disparity between the revenues and costs incurred. 

The Gas Inspection Act and the Electricity Inspection Act provide that: 


such fees shall be regulated so that they will, as nearly as may be, meet the cost of carry- 
ing this Act into effect. 


The Department interprets costs to include only direct costs of salaries and expenses 
of district offices. This excludes the share of the cost of the laboratory, which is involved 
in type approval of meters and other related inspection work, the expenses of Branch 
administration and the cost of services provided by other departments. 
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By comparing only direct costs with revenue, the service gave an appearance of being 
self-sustaining up to and including 1957-58. Since that time, direct costs have exceeded 
revenues by a low of $47,000 in 1958-59 to a high of $218,000 in 1964-65. Indirect costs 
were estimated to be $475,000 in 1964-65 so there was a deficit of approximately $7 00,000 
in the year. 


Fees for testing gas and electrical devices remain basically the same as in 1911. As 
new devices are introduced the new fees assessable are added to the rate schedule, the last 
such addition being for new electric power meters introduced in 1951. Consideration 
should be given to a re-assessment of the rate structure in order that the costs of providing 
this service may be recovered as required by the relevant Acts. 


The Weights and Measures Act provides that: 


The Governor in Council . . . may make regulations respecting the fees to be paid to 
inspectors for inspecting and verifying weights, measures, weighing machines and meas- 
uring machines or for weighing or measuring goods under this Act. 


While the Act does not explicitly require revenue from fees to match the cost of the 
inspection services, it is our view that it should do so. 

Hach year from 1942-43 to 1964-65, direct costs have exceeded revenues from a low of 
$4,000 in 1946-47 to a high of $413,000 in 1964-65 despite the fact that fees were increased 
25% on January 1, 1959. Indirect costs were estimated to be $578,000 for 1964—65 so that 
the actual deficit for the year was approximately $1 million. 

Section 30 of the Act further provides: 


. all weights, measures, weighing machines and measuring machines authorized by or 
under this Act for use in trade shall be inspected, verified and stamped at least once 
every year. 


However, only 82% of the devices covered by the Act were tested during the year 
ended March 31, 1964 because of insufficient staff and widely scattered locations. 


Consideration should be given to a complete re-assessment of the rate structure of 
the weights and measures inspection service in order to recover, to the extent practicable, 
the total costs of the service. 


127. Claims resulting from completion of air terminal building ahead of schedule. Unusual 
circumstances were associated with a negotiated settlement for damages claimed against 
the Department of Transport during the year under review. 

Prior to 1960 it became apparent to the Department that the new airport facilities 
at Edmonton would be completed several years in advance of the availability of a new 
permanent air terminal building. The erection of a temporary structure for the purpose 
was not proceeded with when it became known that a company which was planning to 
construct a major hangar at the new airport would make interior alterations which would 
enable the building to be used as a temporary terminal. In 1960 the Department entered 


- into a lease for Space in the hangar and in so doing became obligated ‘“‘to use and in fact 
_ to occupy the demised premises and maintain the same as the administrative centre and 


_ terminal for the said airport for the duration of the term hereby created’’, which was for 


the period November 14, 1960 to September 30, 1964. 
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A number of airlines, caterers, taxi companies, etc., which in other circumstances 
would have rented space in a Crown-owned terminal building, also entered into lease 
agreements which they made directly with the owner of the hangar. In each case these 
sndividual lease agreements provided that the term would not extend beyond the date on 
which a permanent terminal building was occupied by the Department of Transport. 


The new terminal was unexpectedly completed and ready for occupany by December 
1963. The Department of Transport and all of the other tenants terminated their leases 
and moved to the new premises with the result that the owner of the hangar lodged the 
following claims against the Department: 


1. Claim for rental due by the Department for the period December 1, 1963 to September 
30, 1964. This amounted to $60,000. The claim was not disputed by the Department 
which had not foreseen the possibility that the new terminal would be ready prior to 
September 30, 1964. As it had obligated itself in the lease to pay rental until that date, 
the claim was paid in full. 


2. Claim for damages resulting from loss of revenue due to the terminated leases of the air- 
lines, caterers, taxi companies, etc., who also moved to the new terminal when it was 
ready for occupancy. The net amount of this claim, based on the total rentals of these 
tenants for the period December 3, 1963 to September 30, 1964, totalled $80,000. 
Negotiations with the owner of the hangar by the Department of Justice resulted in a 
settlement of $62,000 which was paid by the Department during the year. 


128. Cost of re-roofing air terminal building, Gander, Nfld. The roof of the new air 
terminal building under construction at Gander for the Department of Transport was 
completed in 1957. The company which supplied the roofing material provided a bond 
under which it guaranteed to maintain the roofing membrane over the insulation for 4 
period of twenty years at its own expense, excepting repairs required for any cause other 
than ordinary wear and tear by the elements. 


In 1962 it became apparent that the roof was leaking and the company was requested 
to make repairs in accordance with the terms of the bond. It successfully disclaimed 
responsibility because the damage had resulted from the use of the roof as a storage area 
and a right of way by personnel of both the Department and the building contractor and 
could not be attributed to ordinary wear and tear by the elements. In 1963 conditions 
were such that it was necessary to enter into a contract for the re-roofing of the building 
at a price of $77,000, none of which can be recovered. 


129. Cost of salvaging sunken vessel. On March 5, 1964 a barge in tow with a cargo 
of oil sank in over 200 feet of water off Pasley Island in Howe Sound, B.C. Leaking oil 
fouled the beaches in the area. After the charterer had endeavoured to contain the pollution 
and clear the surface of the sea, he notified the Department of Transport that he was 
abandoning the vessel because the risk of rupturing the hull during any attempt at salvage 
and the cost of salvage were too great to contemplate. 


The oil-laden barge remained a serious threat to water-fowl, marine life and coastal 
property and its removal was regarded as essential by the Department. As the wreck was 
not a menace to navigation, there was no legislation under which the private interests 
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involved could be held responsible for its removal or for costs if removal were undertaken 
by the Crown. Accordingly, the Department engaged salvage experts to investigate and 
report on the best means of dealing with the sunken barge. 

Salvage operations commenced in June 1964 under a “no cure, no pay’’ contract. 
After the contractor’s costs had exceeded the contract price, with little progress having 
been made, he indicated that he wished to withdraw from the undertaking and minimize 
his losses. This led to Treasury Board authority to negotiate with the same contractor 
to proceed on an incurred cost, basis. 


In October 1964 the barge was finally raised and removed to Vancouver, where it was 
sold for $12,752 by Crown Assets Disposal Corporation. The remaining oil was found to 
have been so badly contaminated by sea water that it was valueless. Salvage costs paid to 
the end of the year amounted to $265,000. The total expense of the operation is expected 
to be at least $430,000. 


We understand that consideration is being given to recommending legislation to place 
financial responsibility on the owners for the removal of a wreck or its cargo, in circum- 
stances such as the above. 


130. Cost of abandoned design plans for ferry vessel. In February 1964 the Department 
of Transport retained a firm of naval architects to prepare plans and specifications for an 
ice-strengthened railway car ferry to operate between North Sydney, N.S., and Port aux 
Basques, Nfld. A fixed fee of $110,000 was agreed upon and the architects submitted a 
preliminary general arrangement plan and preliminary stability particulars. 

Shortly after this date the Department informed the architects that the Canadian 
National Railways, which would be operating the vessel and had been consulted before 
the decision for an ice-strengthened ferry rather than one with full ice-breaking capacity 
had been made, were “quite emphatic that the vessel be designed for ice-breaking service 
and consequently the power will have to be revised to give an 18-knot service speed with 
diesel electric propulsion and ice-breaking qualities and scantlings”’. 

After the architects had notified the Department that they were making revisions to 
meet the Railways’ requirements, they were directed to suspend work while the issues 
involved were reconsidered. In April 1964 the Department decided that as the difference 
in the cost of building a full icebreaker as distinct from an ice-strengthened vessel would 
be very great, its original decision should be confirmed. The architects were then instructed 
to proceed with the original proposal. 


The architects requested a revision of the fee that had been agreed upon in February 


1964 which was then re-set and agreed to at $130,000, or $20,000 more than the original 
fee. 


131. Purchase and conversion of ferry vessel. On May 19, 1964 the Department of 
Transport recommended to the Treasury Board that approval be given for the immediate 
purchase of a ferry for the carriage of freight between North Sydney, N.S., and Port aux 
Basques, Nfld. The Department stated that, if an offer to purchase were made before 
May 25th, the vessel could be acquired at a very reasonable cost. 
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The vessel, a 432-foot railroad car ferry, built in 1951 by a Canadian shipyard for the 
Miami-Havana service, had been on the market for some time and, since 1961, a firm of 
ship brokers in New York had made four separate attempts to interest the Department of 
Transport in acquiring the vessel. No action was taken, however, because prior to 1964 
departmental policy had been to acquire ships only by construction within Canada. In 
1964 the Department decided that an urgent situation which had developed with regard 
to the movement of freight between North Sydney and Port aux Basques warranted a 
change of policy which would recognize that emergency circumstances might justify the 
acquisition of a vessel outside of Canada. 

The purchase price was $1,513,000 “free alongside’ the port of Sorel and the Depart- 
ment advised the Treasury Board that it estimated that repairs and conversion would 
cost $750,000, making a total outlay of $2,263,000 to place the vessel in service. The 
Treasury Board approved the purchase on this basis on May 21, 1964. 

Departmental records indicate that a Sorel shipyard had obtained an option on May 
8, 1964 to purchase this vessel at Jacksonville, Florida, from its United States owners for 
a price of U.S. $1,200,000. The option, good until May 25th, was duly exercised and the 
vessel was then sold to the Department of Transport on May 26, 1964 for $1,513,000, 
pursuant to the authority given by the Treasury Board. 

On July 6, 1964 the Department requested authority to enter into a further contract 
with the Sorel shipyard for conversion and refit of the vessel. It was estimated that this 
work would exceed the $750,000 figure given to the Treasury Board on May 19th, the sub- 
mission stating that the costs would total $755,000, plus $481,000 as a contingency to 
cover extra work arising from the opening up and modifications called for by the Canadian 
National Railways, the intended operators of the vessel. It was not proposed to invite 
competitive tenders because of the time factor which necessitated placing the vessel into 
service as quickly as possible. The Treasury Board replied on July 29th that it would be 
prepared to authorize entry into a contract on a price to be negotiated basis on the under- 
standing that a realistic target incentive contract would be submitted to the Board for 
approval after the vessel was opened up and specifications had been prepared. 

It then developed that the work required exceeded all previous estimates and it was 
October 1964 before the Department negotiated a contract with the shipyard on the basis 
contemplated by the Treasury Board, setting the estimated conversion cost at $1,844,000 
with an incentive clause covering the division of savings on the target price. 

Costs incurred under this contract for the conversion and refit of the vessel, which was 
accepted by the Department on May 1, 1965, amounted to $2,447,000. 


132. Cost of faulty planning in ferry design. In September 1963 the Department of 
Transport entered into a contract with a firm of naval architects for the preparation of 
plans and specifications for an ice-breaking railway and automobile ferry for operation in 
the Northumberland Strait and Newfoundland service at a fixed fee of $156,000. 

Six months later it became evident that allowance would have to be made for rail 
car weights considerably in excess of those contemplated in the original planning if the 
vessel was to be properly stabilized. When this decision was communicated to them, the 
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architects placed a value of $102,000 on the work they had already done. They estimated 
that they would be able to use work to the value of $47,000 in the revised planning and 
that the balance of $55,000 represented the cost of the planning work to be abandoned. 
They were reimbursed in full by the Department. 


In considering the Department’s report on the circumstances of this case, the Treasury 
Board pointed out that the need for the design changes might have been avoided had 
departmental engineers taken the precaution to verify their information regarding freight 
car weights with the Canadian National Railways before commencing the basic design. 
The Board pointed out that it would seem improbable that the planning and implementa- 
tion of modifications to the design and construction of the freight cars took place entirely 
between August 1963, when the basic plans for the new ferry were developed for the 
Department, and February 1964 when the new weight data was provided to the Depart- 
ment by the C.N.R. 


The Treasury Board directed that procedures be developed for the verification of 
basic data to avoid similar situations in future. 


133. Cost of changing vessel design. In May 1963 the Department of Transport entered 
into a contract at a fixed fee of $86,000 with a firm of naval architects for the preparation 
and supply of plans and specifications for the construction of an icebreaker supply and 
buoy vessel, estimated to cost $8,800,000, for operation in the Gulf of St. Lawrence. 


Following submission of preliminary drawings by the architects, the Department 
requested that the accommodation requirements be increased from 71 to 91 as the result 
of the development of a new rating structure for vessels, leading to a revised crew comple- 
ment. An additional factor was that experience in the north, where it was decided that this 
ship would have to be used during the summer, was increasingly pointing to the need for 
extra berth capacity in connection with the type of work involved in northern operations. 

In September 1963 the architects advised that the vessel would have to be increased 
in length to provide for these and other lesser changes and that “all the work we have 
executed since February becomes null and void and we request your concurrence that a 
fresh start of the design is warranted”. 

This concurrence was given in July 1964 and an additional payment of $20,000 was 
made to the architects. 

Entry into a contract for the building of the ship was approved by the Treasury Board 
in September 1965. 


134. Cost of altering vessel design plans. In May 1963 a firm of naval architects was 
retained by the Department of Transport at a fixed fee of $42,000 to prepare plans and 
specifications for the construction of an icebreaker supply and buoy vessel for service on 
the Great Lakes. 

In September the architects delivered their preliminary plans and specifications 
prepared in accordance with departmental requirements and guidance plans supplied. In 
November the Department advised the architects that the design was to be modified for 
Service in the St. Lawrence River and the Gulf of St. Lawrence and also to provide Arctic 


_ Supply capabilities. 
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In August 1964, after the architects had completed their engagement, they were 
paid $15,000, additional to the fixed fee of $42,000, for the extra work in preparing the 
new design. 

The award of a contract for construction of the vessel at a price of $5,267,000 was 
announced in April 1965. 


135. Cost of “dead-freight’”. The Department of Transport conducts an annual Arctic 
re-supply operation which includes the making of arrangements for transportation, 
stevedoring and other shipping services for other government departments and agencies 
on a recoverable basis. In April 1964 the Department called for tenders for the carriage 
of specified tonnages of cargo from Montreal to northern ports with the proposed loading 
dates scheduled for July 1964. The offer that was accepted quoted rates based upon “‘the 
minimum figures as shown in the request for tenders’. 


When the goods were loaded at the scheduled sailing time in Montreal, it was apparent 
that the total cargo was about 1,115 tons, or 21.5% less than what had been originally 
contemplated, of which 990 tons represented a short-shipment by the Department of 
Northern Affairs and National Resources. The total shortage represented a “‘dead-freight”’ 
charge of $67,000, a figure which was ultimately reduced to $44,000 through concessions 
made by the shipping company. Of this latter amount, $33,000 was charged to a Depart- 
ment of Transport appropriation in the current year and the balance to the following 
year. 


136. Subsidizing of intra-provincial ferry service. Since 1906 the operation of a ferry 
service between Pelee Island and Ontario mainland ports has been subsidized solely by 
the federal Government. The present vessel, specifically designed for this service, was built 
by the Department of Transport at a cost of $567,000 and delivered in 1960 to the operating 
company under a charter hire agreement. 


On a number of occasions in recent years the Treasury Board has expressed approval 
of a policy of regarding subsidy assistance to ferry vessels, which are essentially links in 
provincial highway systems, as primarily a provincial responsibility. In accordance with 
this policy, the Government of Ontario was approached early in 1964 to ascertain the 
amount of assistance that it would be prepared to provide in sharing the amount of subsidy 
required to maintain the Pelee Island service. The Province declined to contribute on the 
erounds that its Highway Improvement Act only permits payment of a subsidy to a 
municipality which in turn is paying for a portion of the cost of operating a ferry service, 
and in this instance no municipality was involved. The attitude of the federal Government 
is that if the provincial Government is not prepared to seek some measure of municipal 
responsibility there would seem to be no valid reason why the Province should not enact 


legislation to directly assist the service if it feels that it is important to the economy of 
the area it serves. 


In approving a subsidy of $79,000 for the year 1964-65 (from which was recovered 
the charter hire fee of $51,000 for the year) the Treasury Board advised the Canadian 
Maritime Commission in November 1964 “that a significant provincial contribution must 
be obtained next year as continuation of federal subsidization at the present level will 
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definitely not be approved under any circumstances’’. Although the Commission again 
approached the provincial Government in January 1965, informing it of the stand taken 
by the Treasury Board, the Province again declined to contribute to the subsidy. 


In the circumstances the Treasury Board reversed its earlier stand and authorized 
the inclusion of a subsidy provision of the same amount in the Hstimates for 1965-66. 
Interim supply has permitted the payment of $39,000, representing one-half of the subsidy. 


137. Subsidy for the construction of a floating fish processing plant, Liverpool, N.S. In 
May 1961 when the Minister of Transport made a statement of government policy with 
respect to ship operating and shipbuilding, the House of Commons was informed that a 
basic intent of the new policy was to make it possible for Canadian ship operators to 
obtain new vessels from Canadian shipyards at reasonable and competitive prices instead 
of being forced to have them built abroad because of lower construction costs that prevail 
in other countries. The intention was also to make it possible for the Canadian fishing 
industry to obtain the necessary degree of assistance to encourage it to modernize its fleet 
by the construction of new vessels in Canadian shipyards. 

A step in implementing the policy was the establishment of the Ship Construction 
Assistance Regulations to be administered by the Canadian Maritime Commission. 
Each application for assistance requires the approval of an interdepartmental committee 
established under the Regulations, the Minister of Transport and the Treasury Board. 
The Regulations make provision for the payment of a subsidy of 35% of the approved 
cost of a vessel of 200 tons gross tonnage or over that is not self-propelled and is intended 
for use in commercial enterprise. In April 1964 a Liverpool company, formed to engage 
in fishing and fish processing, and a shipbuilder made joint application for a subsidy in 
respect of what was described as a “steel barge (floating fish processing plant)”. The 
contract price of $545,000 was later accepted as the approved cost for subsidy purposes. 
This cost included fish processing equipment to be affixed or built into the structure, the 
cost of non-Canadian materials and equipment being $127,000. On this basis the subsidy, 
when paid after acceptance of the barge from its builder and registration under the Canada 
Shipping Act, will amount to $191,000 of which a substantial portion will relate to the fish 
processing equipment including an amount of $45,000 in respect of materials and equip- 
ment of non-Canadian content. Our information indicates that the barge, while capable 
of mobility to a limited degree, is to be moored more or less permanently at Liverpool, 
N.S. to serve as a factory. 

Although the application for subsidy fell within the Ship Construction Assistance 
Regulations and was approved by the several responsible authorities, it seems questionable 
whether the subsidy program was ever intended to reduce the costs involved in the develop- 
ment of a site for, and the fitting out of, a fish processing plant. 


138. Awards under the Pension Act. Reference has been made in prior Reports to 
- Inconsistencies and ambiguities in the Pension Act, R.S., c. 207, that have made it difficult 
_ to determine whether awards under the Act, particularly those granted on a discretionary 
and compassionate basis and to persons in a dependent condition, were in conformity with 
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the provisions of the Act. The Public Accounts Committee in its Eighth Report 1964 
made certain recommendations designed to overcome these shortcomings (see Appendix 1, 
item 35): 
(a) that the extent of the powers delegated to the Commission under section 25 of the Act, 
“to grant a compassionate pension, allowance or supplementary award in any case that 
it considers to be specially meritorious” where the applicant is otherwise unqualified to 
receive such an award, be clarified by defining the term ‘‘specially meritorious” ; 


(b) that the ambiguity under the Act whereby section 40(2) appears to contemplate that 
a pension in respect of death of a member of the forces be limited to a single class of 
recipient whereas other sections of the Act provide that payments in respect of a death 
may be made concurrently to a widow (section 37), children (section 26) and parents 
(section 38) be eliminated; 

(c) that the inconsistency apparent under section 38 of the Pension Act where pensions 
awarded to widowed mothers under subsection (3) thereof, which requires that the 
parent must be incapacitated by mental or physical infirmity from earning a livelihood, 
are by reason of subsection (7) being continued in payment even though the widowed 
mothers have subsequently been able to undertake full-time employment, be removed; 

(d) that consideration be given to adding a section to the Pension Act similar to section 18 
of the War Veterans Allowance Act to deal with cases where it appears to the Commis- 
sion that there had been a deliberate disposal of property for the purpose of qualifying 
for a dependent parent award; and 

(ec) that, having regard for section 40(1) of the Pension Act which provides that no person 
shall be awarded more than one pension in respect of death, the Commission recon- 
sider the legality of its decision to permit an award to a dependent parent of a second 
pension in respect of the death of a child after the rights to a pension awarded in respect 
of the death of another child have been lost under the terms of section 45(2) of the Act. 


The Minister of Veterans Affairs pointed out in a letter to the Chairman of the 
Public Accounts Committee, dated March 3, 1965, that definition of the term ‘‘specially 
meritorious” would limit the discretionary authority of the Commission; that the ambiguity 
in the Act with respect to concurrent payments to or on behalf of children, dependent 
parents and brothers and sisters could be eliminated only by withdrawal of their pension 
entitlement; that the Act was designed to encourage a widowed mother to seek employ- 
ment; that the Commission had no authority to reject a claim for pension so long as the 
applicant is in a dependent position even though’the parent turned property over to a son 
or daughter for the sole purpose of qualifying for a pension; and that the parent should, 
in the event that she falls into a dependent condition, be equally entitled on account of 
each son. 

The Public Accounts Committee has not found it possible to consider the comments - 
received concerning its previous recommendations and observations. When the Committee 
resumes its meetings, our follow-up report on these recommendations and observations 


as detailed in Appendix 1 will include reference to the Minister of Veterans Affairs’ letter 
referred to above. 


In September 1965 the Treasury Board approved the appointment of a committee 
of three persons not connected with the Department of Veterans Affairs or the Canadian 
Pension Commission for a survey of the organization and work of the Canadian Pension 
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Commission and for preparation of a report and recommendations thereon to the Minister 
of Veterans Affairs. Included in the field to be studied is the interpretation of such sections 
of the Pension Act which, in the judgment of this committee, should be considered. 


139. War veterans allowances. In prior years’ Reports comment has been made on 
various aspects of awards under the War Veterans Allowance Act, R.S., c. 340. The 1962 
Report referred to the fact that the provisions of the Act and its Regulations relating to 
financial penalties or imprisonment, or both, for making false or misleading statements or 
failing to disclose pertinent information which might have a bearing on the amount of 
the award, were seldom invoked by the War Veterans Allowance Board. Attention was 
also drawn to an anomaly whereby, although the awards are based ostensibly on need, 
the recipients’ equities in mortgages and agreements for sale were not taken into account as 
personal property in the determination of entitlement under the Act. 


The 1963 Report repeated these comments and also drew attention to the fact that 
income of children involved in the award is treated as exempt income in the calculation 
of the allowance even though the recipient may qualify for increased allowance by consider- 
ing such children as dependents. 


The Public Accounts Committee after reviewing these comments made the following 
recommendations in its Eighth Report 1964 (see Appendix 1, item 36): 

(a) the Committee, after taking note of the increasing number of Overpayments arising 
mainly from veterans making false or misleading statements, and of the fact that, 
although 80 such cases had been referred to the Board by the Auditor General in 1962 
and 1963, in none of these had legal action been instituted, recommends that all cases 
of deliberate deception which come to notice be vigorously prosecuted ; 


(b) that the Act should be amended to recognize mortgages receivable and agreements for 
sale as either personal property or an interest in real property. In the meantime, where 
it appears to the Board that the terms of a mortgage receivable or agreement for sale 
are unrealistic in relation to the life expectancy of the individual and the going market 
rates, the Board should deem the return from these assets to be at a reasonable monthly 
rate; and 


(c) that in cases where the presence of a child is the reason for an award at married rates, 
the income of the child, except income specifically exempted under the Act, be taken 
into account in determining the amount of the award. 


The Minister of Veterans Affairs in a letter to the Chairman of the Public Accounts 
Committee dated March 3, 1965, indicated that full consideration would be given to the 
comments of the Committee with respect to a stiffer line on wrongdoers but that it had been 
the Department’s experience that the Courts had invariably dealt leniently with veterans. 
The Minister considered that the policy with respect to mortgages receivable and agree- 
ments for sale should not be changed as it had proved eminently satisfactory over the 
years. Neither did he feel that any change should be made with respect to income of de- 
pendent children, noting that the cases where a dependent child is in receipt of assessable 
income are rare. The Minister pointed out that in considering the three recommendations 
of the Public Accounts Committee he was mindful of the fact that the War Veterans 
Allowance Act is welfare legislation and, therefore, should be administered with a broad 
ind liberal interpretation. 
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The Public Accounts Committee has not found it possible to consider the comments 
received concerning its previous recommendations and observations. When the Committee 
resumes its meetings, our follow-up report on these recommendations and observations 
as detailed in Appendix 1 will include reference to the Minister of Veterans Affairs’ letter 
referred to above. 

Another problem associated with the administration of the War Veterans Allowance 
Act stems from the necessity of determining the value of property used by an applicant 
as a residence. Regulations provide that 57% otf the amount by which the fair and reasonable 
value of the property exceeds $9,000 (the exemption provided in the Act which has been: 
increased to $10,000, effective June 30, 1965) shall be considered as income. The War 
Veterans Allowance Board uses the amount that the veteran invested in the residence 
as the fair and reasonable value in calculating the allowance to be paid to an applicant. 
As the acquisition of the property may have taken place many years before the determina- 
tion of the entitlement, and in the interval property values may have greatly increased, 
the practice followed by the Board leads to some unusual results, of which the following 
is an example. The widow of a veteran was granted an allowance of $143 per month with 
effect from March 6, 1965. In the calculation of her entitlement, the property on which 
she resides was valued at $9,300, the purchase price in 1946. The property has been for 
sale at $89,000 for the past five years, although the realtor with whom the property ig 
listed believes that $60,000 would be more realistic. 


140. Unpaid accounts carried forward to new fiscal year. Appropriations for the De- 
partment of National Defence for 1964-65 were insufficient to provide for all accounts 
coming due for payment in the course of the year, and accounts totalling $7,308,000 were 
held over to be paid out of 1965-66 funds, as follows: 


Vote 15... Royal Canadian. Navy... 14.02 ae see: eee as e $ 1,932,000 
Vote 20° } Canadian tArm yi. ...s:cess Ati ots Meee tare eet loner ayohe Pa teden tomer cane 493 , 001 
Vote 25° Royal Canadian Air Vorce.t. oes 0.25 = sens es ee eee 4,694 , 001 
Vote 35 Defence Research and Development............---seeseeees 189 , 00! 

$ 7,308 ,00 


Supplementary Estimates (D)—the final supplementary estimates of the year- 
included an amount of $7 million for the Canadian Army which was not quite sufficien 
to cover all outstanding accounts. No final supplementary estimates were requested fo 
the other Services. 

Funds provided by Vote 15 of the Department of Citizenship and Immigration fc 
administration and operation of the Indian Affairs Branch were insufficient for paymer 
of all accounts of the year, and accounts totalling $1,080,000 were held over for paymenti 
1965-66. No supplementary estimate was requested. 

Another charge applicable to the year but which has been carried forward as part‘ 
the current assets item ‘Departmental working capital advances and revolving funds 
is an amount of $1,318,000, included in the balance of $23,152,000 in the ‘‘Agricultur 
Commodities Stabilization Account” (see paragraph 171). This is the amount by whit 
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the $57,118,000 provided by Appropriation Act No. 2, 1965, Department of Agriculture 
Vote 80d, the final Supplementary Estimates of the year, fell short of meeting the balance 
of the loss of $2,555,000 brought forward from the previous year and the loss of $95,881,000 
(exclusive of the estimated cost of major services provided without charge by government 
departments) experienced by the Agricultural Stabilization Board during the year (see 
also paragraph 213). 


141. Losses reported in the Public Accounts. Section 98 of the Financial Administration 
Act directs that “every payment out of the Public Officers Guarantee Account and the 
amount of every loss suffered by Her Majesty by reason of defalcations or other fraudulent 
acts or omissions of a public officer, together with a statement of the circumstances, shall 
be reported annually in the Public Accounts”’. 


The statements of losses included in the Public Accounts for 1964-65 were examined 
and it was ascertained that every loss during the year, which had been observed in the 
audit as being of a nature requiring to be reported in the Public Accounts in accordance 
with the foregoing direction, had been included in the listings. Losses in departments 
other than the Post Office numbered 7 and amounted to $7,270. Of these, 3 involving $693 
were recovered in full and there was a partial recovery of $2,133 in one other case. 

Reference was made in last year’s Report (paragraph 93) to losses totalling $168,263 
which had been shown as outstanding at March 31, 1963. Some of these amounts dated 
back to 1952-53 and no final action by way of adjustment, recovery or charge to the Public 
Officers Guarantee Account had been reported. Although the attention of the Treasury 
Board had been directed to these long-outstanding amounts in October 1963 and again in 
February 1965, there remained 16 balances totalling $126,983 still to be cleared at March 


81, 1965. Additional balances totalling $65,928 were outstanding at March 31, 1965 in 


_ Tespect of 9 losses which had been reported in 1963-64. 


Losses suffered by the Post Office Department in 1964-65 numbered 97 and amounted 


- to $67,969. Of these, 62 totalling $27,276 were recovered in full, while partial recoveries 


amounted to $8,467. 


142. Non-productive payments. Since 1961 there has been included in the Auditor 


_ General’s annual Report to Parliament at the request of the Public Accounts Committee 
_ a listing of the non-productive payments which came to our notice in the course of our 
; audit. 


After considering the listings of the non-productive payments that were included in 
_ the 1962 and 1963 Reports, the Committee in its Sixth Report 1964, tabled in the House 
on October 20, 1964, expressed concern at the increasing number which were being noted 
and went on to state: 


Since the majority of these cases involved expenditure by three departments, namely 

Public Works, National Defence and Transport, members of the Committee questioned the 

. deputy ministers of these three departments closely as to the causes and reasons of many 

| of the larger losses. A number of these losses arose from circumstances beyond the control 
of the department named, for example Public Works in its role as a service department. 


92 AUDITOR GENERAL’S REPORT 


The Committee is of the opinion that the majority of these losses must be attributed 
either to failure to exercise normal commercial prudence in entering into contractual obli- 
gations or to lack of effective departmental specifications, organization or co-ordination. It 
also believes that failure by departments to pinpoint blame for many such losses and to 
take corrective action accordingly is a contributing factor. 

The Committee reiterates the request it made to the Auditor General in 1961 concerning 
this type of loss, namely that in his future annual reports to the House of Commons the 
Auditor General continue to include listings of all non-productive payments coming to his 
notice in the course of his audit. 


In our 1964 Report which, as stated in paragraph 4 of this Report, has not yet been 
referred to the Public Accounts Committee, 35 cases of non-productive expenditures were 
listed in Appendix 2. These, together with 2 other examples of non-productive expenditures 
noted and commented upon under Comments on Expenditure and Revenue Transactions, 
involved an estimated $2,089,000. 

In view of the comments of the Public Accounts Committee quoted above, the Audit 
Office has endeavoured this year to pinpoint more closely the underlying reasons for this 
type of cost, particularly where the circumstances of the non-productive payment appeared 
to have been beyond the control of the department or agency against whose appropriation 
it was charged. We believe this should enable closer study to be given to the individual 
cases both by those responsible and by the members of the House and the Public Accounts 
Committee. 

The non-productive payments listed by the Audit Office each year are those payments 
coming to the notice of the Auditor General in the course of his audit. It is important to 
understand that many of them have their origin in transactions commenced in prior 
years and that they come to notice only when final settlement is made during the year 
under audit. 

In this Report we have dealt with 37 cases of non-productive payments estimated at 
$22 737,000. Of these, 21 are included in the foregoing paragraphs while the remaining 16 
cases are as follows: 

1. PAYMENT OF SALARY TO A JUDGE DURING A PERIOD OF LEAVE OF ABSENCE.—Pending 
the disposal of criminal charges that had been laid against him, a judge of the Superior 
Court of Quebee was granted leave of absence from May 1, 1964 under the authority 
of the Governor in Council. The covering Order in Council did not stipulate whether 
leave would be with or without pay. On October 23, 1964 the judge was convicted on 
one count of perjury and sentenced to imprisonment for two years. He appealed the 


conviction and in October 1965 the Quebec Court of Appeal granted him a new trial. 
To March 31, 1965 the judge had been paid $19,250 in salary while on leave. 


2. CONSTRUCTION OF FUEL STORAGE FACILITIES, SHELBURNE NAVAL BASE, N.S.—In May 


1963 a contract was entered into for the construction of fuel storage facilities at the 
Royal Canadian Navy base at Shelburne in the amount of $724,800, of which $586,800 
was firm, the remainder being based on estimated quantities at firm unit prices. En- 
gineering and design changes increased the contract price by $65,300. In addition, the 
contractor claimed $185,900 for prolongation of the contract due to changes imposed 


by the Crown, and for extra dredging, rock excavation, steel piling, and the removal of © 


and repairs to the pipe line made necessary by unforeseen conditions encountered on 
the marine floor. This claim was settled for $130,300. 


i 
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Part of the aluminum pipe specified in the original design collapsed and when 
removed for repair it was also found to be severely corroded. Before submerging the 
repaired pipe the contractor expressed doubts about its suitability for underwater 
installation under the conditions encountered and gave notice that he would not be 
responsible for its performance. As there was also a risk of damage to the fishing in- 
dustry if the pipes ruptured, it was decided to replace the aluminum with steel piping 
at a cost of $118,600. This brought the final cost of the project to $1,039,000. 


- ADDITIONAL COSTS FOR CONSTRUCTION OF A COMMUNICATIONS BUILDING AND SERVICES 


FOR THE CANADIAN ARMY, PENHOLD, ALBERTA.—In August 1961 a contract was 
entered into for the construction of a communications building and services at Penhold 
in the amount of $2,150,000, of which $2,129,000 was firm, the remainder being based 
on estimated quantities at firm unit prices. Design and engineering changes increased 
the cost by $70,900 to $2,220,900. 


In December 1963 the contractor submitted a claim in the amount of $228,300 
for additional costs as a result of delays attributed to changes imposed by the Crown 
and in carrying out the work as directed by the Crown. The claim was settled for $65,500, 
bringing the final cost of the project to $2,286,400. 


- DAMAGE CLAIM RESULTING FROM EXPROPRIATION OF LAND, PENHOLD, ALBERTA.—In 


June 1963, five hundred and fourteen acres were expropriated to extend the runways of 
R.C.A.F. Station, Penhold for jet training. On September 19, 1963 the Treasury 
Board authorized an advance payment of $100,000 for the property. 


Prior to any payment being made, negotiations with the Department of Transport 
indicated that sufficient air space would not be available in this area to make jet training 
at Penhold feasible. Accordingly, the plan to expand the station was cancelled and in 
October 1963 the expropriation was abandoned and the land returned to the former 
owner. 


After the abandonment the owner claimed reimbursement for all losses and damages 
resulting from the expropriation of the land and subsequent interference with his farm 
production, and in March 1965 he was paid $15,000 in full settlement of his claim. 


- ADDITIONAL COSTS DUE TO FAULTY SPECIFICATIONS—R.C.A.F. STATION, SUMMERSIDE, 


P.E.I.—In June 1962 Defence Construction (1951) Limited entered into a contract, 
calling for completion by September 14, 1962, for the re-roofing of hangars at the 
R.C.A.F. Station, Summerside, at a firm price of $124,000. In the early stages of the 
contract it was found that an acceptable wrinkle-free roofing finish could not be obtained 
by using the specified cold process method for application of the roofing felt approved by 
the Department of National Defence. The work was suspended while various alternative 
methods of cold process applications were tested. With the onset of winter the job was 
closed down and all equipment and unused material were placed in storage pending 
resumption of work in the spring. In the meantime, it was established that the roofing 
felt could be successfully applied by using propane-heated rollers. In June 1963 work 
was recommenced using this process and was completed on September 26, 1963. The 
contractor submitted a claim of $15,000 for additional costs arising from the prolonga- 
tion of the contract and from closing down and reopening the job. The claim was 
settled for $10,689 in June 1964. 


- ADDITIONAL COSTS FOR INSTALLATION OF ACTION SPEED TACTICAL TEACHER AT JOINT 


MARITIME WARFARE SCHOOL, HALIFAX, N.S.—A contract was entered into for the instal- 
lation of an Action Speed Tactical Teacher at the Joint Maritime Warfare School at 
an estimated cost of $74,000, the work to begin on September 1, 1959 and be completed 
by March 31, 1960. 
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The equipment was to be snstalled on a false wooden floor supplied by the Navy 


under separate contract. A delay occurred when the Naval Base Fire Chief prohibited _ 


the use of wood. He finally settled for a steel frame and plywood treated with fire- 
retarding paint. In December, after a delay of fourteen weeks, work on the floor had 
progressed sufficiently for the contractor to recommence installation activities. As a 
result of this delay, the contractor was paid $4,000 for additional labour in connection 
with removing, storing and rehandling of cables and equipment, bringing the final cost 
of the contract to $78,000. 


COST OF DELAY IN RETURNING RENTED IMPRINTERS.—In 1963 the Department of Defence 
Production, on behalf of the Unemployment Insurance Commission, entered into a re- 
newal contract for the rental of 2,500 aluminum plate imprinters for the period from 
July 1, 1963 to March 31, 1964 at a rate of $1 per unit per month, payable in advance. 
When the imprinters were not returned by the expiry date of the contract the supplier 
claimed $2,500 rental for the month of April 1964. Negotiations with the supplier led to 
his forgoing rentals on the 985 imprinters which had been received by him in the first 
seven days of April and the Commission paid rentals of $1,515 on the remaining im- 
printers although none of them were used in the period. 


ADDITIONAL COST DUE TO DELAY IN AWARDING CONTRACT, BANFF-JASPER HIGHWAY. 
In 1961 the Department of Public Works obtained tenders for the construction of a 
bridge on the Banff-Jasper Highway for the Department of Northern Affairs and Na- 
tional Resources. Although the tenders were opened on September 19th there was a 
delay of two months before a contract was awarded to the lowest tenderer, whose bid of 
$254,000 was $30,000 less than that of the second low bidder. In addition to the delay 
caused by the normal procedure of checking the successful tenderer’s design and com- 
municating with him in that regard, there was a further delay while contracts generally 
were reviewed to see which ones could be deferred. Subsequently the contractor, who 
lost money on the project, presented a claim for extra expenses incurred because of the 
delay in the placing of the contract. His contention was that wet autumn weather, 
followed by an extremely cold period, had forced him to produce concrete aggregates 
from frozen material under much more costly conditions than would have been the case 
if the work had been performed in early autumn. During the year he was paid $20,000 
in partial compensation for additional costs which he attributed to the delay. In author- 
izing payment of this claim, the Treasury Board made an exception to its policy of not 
accepting claims based on the delay in the award of a contract. 


. ADDITIONAL COSTS DUE TO CONSTRUCTION DELAY, POINTE-AU-PERE, GUE.—In March 


1964 the Department of Public Works awarded contracts for the improvement of facili- 
ties at Pointe-au-Pére and Baie Comeau in connection with the operation of a ferry service 
between the two communities. Shortly afterwards the operators of the ferry expressed 
concern that both terminals were to be reconstructed during the season of heaviest 
traffic because this would interfere seriously with the maintenance of their schedule. 
The conclusion was reached that the only acceptable procedure that would ensure the 
continued operation of the ferry would be to delay the Pointe-au-Pére project for ap- 


proximately three months. The contractor agreed on condition that he be reimbursed — 
for additional costs incurred as a result of the delay. During the year he was paid — 


$14,938 in settlement of his claim. 


ADDITIONAL COST DUE TO CONSTRUCTION DELAY, CLARENVILLE, NFLD.—The Department 
of Public Works awarded a contract in 1963 for the construction of the main haulout 
section for a marine dry dock facility at Clarenville required by the Department of 
Transport. One phase of the contract involved the dredging of an area to accommodate 
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the underwater track, including the excavation of some bedrock. Borings had previously 
been taken at the site of the work but not at its outer end because a projection of the 
dip of the rock, as indicated by the borings in the inner area, showed the top surface of 
the rock passing below the maximum dredged depth required. As excavation proceeded, 
however, bedrock was encountered at the outer end which necessitated a change in the 
contractor’s method of operation and delayed progress of the work. This resulted in a 
decision to close down the undertaking for the winter months of 1963-64 because of the 
effect of the delay on other phases. During the year the contractor was paid $12,909 to 
compensate him for additional costs incurred due to the delay and the closing down 
and reopening of the work. 


COST OF REMEDIAL WORK DURING CONSTRUCTION PERIOD, OTTAWA.—The contractor for 
the construction of the Trade and Commerce Building went into bankruptcy in 1957 
and a contract for completion of the work was awarded to another company. Where 
possible, new agreements were negotiated with the sub-contractors of the bankrupt 
company. The original electrical sub-contractor undertook to proceed and the Depart- 
ment of Public Works agreed that if it was found necessary to replace or rehabilitate 
material or equipment “beyond that normally experienced on a project of this size and 
duration”, such work would be carried out under the direction of the general contractor 
on a job work order basis. In 1958 the sub-contractor presented a claim for extra costs, 
including an amount for the rehabilitation of elements of his work after the post-bank- 
ruptcy shutdown. Until 1964 the Department resisted the claim, taking the view that 
the commitment with regard to rehabilitation costs was intended to apply only to a 
case where the sub-contractor had taken all reasonable precautions to protect his work 
and, despite this, corrective measures were required. In that year, however, the con- 
clusion was reached that certain remedial costs stemming from condensation and other 
moisture conditions in the building during the shut-down period, at which stage it was 
not weatherproof, could be recognized and $12,190 was paid to the sub-contractor. 


ADDITIONAL COST DUE TO CONSTRUCTION DELAY, CALGARY, ALTA.—In 1958 the Depart- 
ment of Public Works awarded a contract for the construction of a postal terminal 
building at Calgary. During the year a settlement of $8,150 was made with the con- 
tractor—in respect of a much larger claim—for reimbursement of additional costs 
resulting from a number of delays. The major part of the claim centered around the 
fact that the details of the mail handling equipment had not been finalized prior to the 
commencement of building construction. The late award of the separate equipment 
contract did not permit the building contractor to complete his work in certain areas 
as expeditiously as planned, with the result that site overhead costs were abnormal. 


COST RESULTING FROM DISCREPANCY IN SPECIFICATIONS, MATAPEDIA, QUE.—In October 
1963 a contract was awarded by the Department of Public Works for repairs to a bridge 
at Matapedia. Because of the age of the bridge special bearing pads were required to 
reduce the residual stresses on the bridge members. The Department’s specifications 
for the work required that pads of a certain grade be used, but also required that the 
pads comply with the requirements for such pads appearing in a publication which 
contained standard specifications for highway bridges. As the departmental requirement 
was at variance with that contained in the publication, a situation developed which led 
to a delay of several weeks in the procurement of the proper pads. The delay forced a 
temporary shut-down of the work and extension into colder weather at extra cost to the 
contractor. In December 1964 he accepted a payment of $7,622 in settlement of a larger 
claim for costs arising from the discrepancy in the specifications. 
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ADDITIONAL COST DUE TO CONSTRUCTION DELAY, oTTAWA.—During the construction of 
the foundation work for an administration building for the Department of Agriculture, 
difficulties were encountered in the initial pile driving operations. The investigation and 
redesign which were required resulted in a succession of notices of change to the con- 
tractor over a period of several weeks. His planned schedule was disrupted and delayed 
by this circumstance as well as by the testing of the piles previously driven. During 
the year he was allowed $5,324 in recognition of the fact that his supervisory staff and 
key operating personnel had been unable to work at full capacity during the redesign 
period. 


COURT AWARD TO ARCHITECT IN RESPECT OF ABANDONED WORK, ST. JOHN’S, NFLD.—In 
1954 an architect was engaged by the Department of Public Works in connection with 
a proposed postal terminal building at St. John’s. After he had submitted preliminary 
plans for approval and had proceeded with the preparation of working drawings, it was 
decided that he should work in association with another architect. Subsequently he 
presented a claim to the Department for work done to that point, stating that changes 
in requirements and ideas were so extensive that it had been necessary to abandon the 
early results of his undertaking. The Department resisted the claim but in 1964 he 
was awarded $4,147, with costs, in the Exchequer Court of Canada in respect of the 
abandoned work. 


CANADIAN GOVERNMENT PARTICIPATION IN EXPO ’67.—In January 1964 a firm of archi- 
tects was engaged by the Department of Trade and Commerce to design plans and to 
provide professional services for the erection of the Canadian Government Pavilion, 
comprising six structures and supporting facilities, at the Canadian Universal and 
International Exhibition, Montreal, 1967. Subsequently, the Treasury Board approved 
the award of a contract for construction of the Pavilion for $6,138,000. The land on 
which the Pavilion is being constructed has been reclaimed by the City of Montreal 
at a cost of several million dollars and the site for one of the buildings, to include admin- 
istrative offices, a theatre and an arts centre, is estimated to be worth in excess of 
$400,000. 

The initial concept envisaged a project of temporary buildings and structures to 
be dismantled at conclusion of the Exhibition. However, a Cabinet decision of July 
1964 accepted the suggestion that the building to house the theatre be a permanent 
structure and become a gift to the National Theatre School of Canada, Montreal, 
provided the School negotiated possession of the land from the City. The architects 
were then informed and directed to proceed accordingly. In December 1964 the School 
had not yet acquired the land and, due to the limited time available for completion of 
the project, it was necessary to abandon the plans for a permanent building. 


As a result the architects were paid $28,000 for plans which could not be used. 
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143. The Statement of Assets and Liabilities as at March 31, 1965, with comparative 
figures at the end of the preceding year, prepared by the Department of Finance for 
inclusion in the Public Accounts and certified by the Auditor General in accordance with 
section 64 of the Financial Administration Act, is reproduced as Exhibit 2 to this Report. 
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Assets 
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144. The following table lists the assets at March 31, 1965, by main headings in the 
Statement of Assets and Liabilities, in comparison with the corresponding balances at the 


close of the two previous fiscal years: 


March 31, 1963 


Currenw aasétsys. tie. co Selby. 4 $ 820,271,000 


Advances to the Exchange Fund 

ECOUMG EE Mee cr cee re te 2, 736,000,000 
Investment in special United States 

of America securities—Columbia 

iver’ Presty JCsc eee eee — 
Sinking fund and other investments 

held for retirement of unmatured 


7 C0) sas ears hax ay i yee ee TL 22,312,000 
Loans to and investments in Crown 
COLPOTALON Seer ae ee 4,468,119,000 


1,210,777,000 
1, 110,655,000 


Loans to national governments..... 
Other loans and investments....... 


Securities held in trust............ 26,016,000 
Delerred ‘charges sh... ok as en « 936 , 644,000 
Suspense accounts................ 136,000 
Inactive loans and investments... . 94,824,000 
Total recorded assets....... 11,425, 754,000 
Less—Reserve for losses on realiza- 
HOmoLaseete te tile.) IL: 546 , 384,000 
Net recorded assets......... $ 10,879,370,000 


$ 10,853,313 ,000 


March 31, 1964 


$ 1,286,794,000 


2,601,000 ,000 


4,584, 194,000 
1, 195,685,000 
1,197,816, 000 
38 , 882,000 
400,361,000 
141,000 
94,824,000 


11,399,697 ,000 


546 , 384,000 


March 31, 1965 


$ 1,070,688,000 


2,621,000, 000 
219,479,000 


5,441,000 


4,996 , 301,000 
1,206, 577,000 
1,139,382 ,000 
53,060,000 
208 , 585,000 


94,824,000 


11,615,337 ,000 


546,384,000 


$ 11,068,953 ,000 


with the comparable balances at the close of the two previous years, were: 


! 


March 31, 1963 


Beer aii hae SS sais glass. es 3S, 511,947,000 


Departmental working capital advances 
and revolving funds: 


Agricultural Commodities Stabiliza- 


MOU ICCOUUN. Wns ten ae so ke 139 ,043 ,000 
Defence Production Revolving Fund. 39,068 ,000 
Bullion and coinage accounts........ 27,212,000 
Stockpiling of uranium concentrates. . — 
ther Bere. A ore £0. ihe. 37,944,000 

248, 267 ,000 

Securities held for the Securities Invest- 
MEN UEACCOUNU. Ca ae eine fcr ee 33,480,000 
Other current assets.) Oe AT 32,177,000 


$ 820,271,000 


March 31, 1964 


$ 984,643,000 


63,954,000 
27,791,000 
29 , 401 , 000 
13,537,000 


34,123,000 
168 ,806 ,000 


99 ,860 ,000 
33,485 ,000 


$ 1,286,794,000 


March 31, 1965 


$ 850,282,000 


23, 152,000 
30, 157,000 
18,704,000 
24,414,000 


37,724,000 
134,151,000 


57,120,000 
29,135,000 


$ 1,070,688 ,000 


145. Current assets. The balances included under this heading at March 31, 1965, 
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The $23,152,000 balance of the Agricultural Commodities Stabilization Account at 
March 31, 1965 was $40,802,000 less than the corresponding amount at the end of the 
preceding year. This was mainly due to the sale of residual stocks of butter accumulated 
from 1958 to 1962. 

The amount of $24,414,000 for stockpiling of uranium concentrates represents charges 
to Department of Trade and Commerce Vote L63c, 1963-64, and Vote L37a, 1964-65, for 
the acquisition of uranium concentrates by Eldorado Mining and Refining Limited on 
behalf of Her Majesty in right of Canada and for the cost of stockpiling the uranium 
concentrates so acquired. 

The $57,120,000 balance of the Securities Investment Account represents, at amortized 
cost, temporary holdings of securities of Canada by the Minister of Finance under the 
authority of section 17 of the Financial Administration Act. 


146. Advances to the Exchange Fund Account. This Account is operated by the Bank 
of Canada on behalf of the Minister of Finance, and advances are made by the Minister 
from time to time within the maximum ($3,000,000,000 at March 31, 1965) authorized by 
the Governor in Council under section 23 of the Currency, Mint and Exchange Fund Act, 
R.S., c. 315. The advances to the Account at each year-end are included in the Statement 
of Assets and Liabilities at their total, less repayments, with a parenthetical note giving 
the market value of the investments from the advances. Thus at March 31, 1965 the amount 
shown for Advances to the Exchange Fund Account was $2,621,000,000, being the total 
of the advances less repayments, whereas the market value of investments from advances 
was $2,653,407,000, indicating an unrecorded surplus of $32,407,000. By comparison, at 
the close of the preceding year there was an unrecorded surplus of $30,200,000. 

A summary of the transactions in the Account for its financial year ended December 
31, 1964 is included in paragraph 228 of this Report. 


147. Investment in special United States of America securities—Columbia River Treaty. 
This investment was approved by Order in Council P.C. 1964-1427 of September 10, 1964, 
pursuant to Vote L17a of the Appropriation Act No. 7, 1964: 


To provide for and authorize the purchase out of United States dollars paid to Canada, 
pursuant to the Treaty between Canada and the United States of America relating to 
co-operative development of the water resources of the Columbia River Basin, together 
with any Protocol or Exchange of Notes relating thereto, of such obligations of the Govern- 


ment of the United States as may be approved by the Governor in Council, and the sub- 
sequent disposition of such obligations. ... 


148. Sinking fund and other investments held for retirement of unmatured debt. This 
item consists of unmatured securities of the Government of Canada purchased at a dis- 


count during the year. The amount represents the purchase price of the securities less 
interest earned since date of purchase. 
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the nature of these loans and investments at March 31, 1965: 


Central Mortgage and Housing Corpora- 

OURS Gein Ceara es Cee En re 
Canadian National Railways......... 
Farm Credit Corporation............. 
The St. Lawrence Seaway Authority... 
National Harbours Board............ 
Export Credits Insurance Corporation. 
Atomic Energy of Canada Limited.... 
National Capital Commission......... 
Canadian Overseas Telecommunication 

COP DOTAUGI Tn otteeee Poet h umeride es 


Northern Canada Power Commission. . 
Canadian Broadcasting Corporation... 
Eldorado Mining and Refining Limited 
Canadian Arsenals Limited........... 
SEL Aha 9 6220001 CV an | 
Canadian Commercial Corporation... . 
Canadian National Railways—re 
Yarmouth-Bar Harbour ferry....... 
Canadian National (West Indies) 
Steamships Limited............... 
Canadian Patents and Development 
PE aintved fre A we ie gh 


Capital stock 
at cost 


1,020, 207,000 


5,000 , 000 
15,000,000 


30,000,000 


8, 247,000 


5,920,000 


1,000 


296 , 000 


$ 1,084,671,000 


Advances 


$ 2,137,844,000 


413,932,000 
441,341,000 
409 , 224,000 
199 , 833 , 000 
86,767,000 
50, 698,000 
59,851,000 


55,054,000 


27,797,000 
17,250,000 


7,500,000 
3, 500,000 
715,000 


324,000 


$ 3,911,630,000 


$ 4,996,301,000 


149. Loans to and investments in Crown corporations. The following schedule 


Total 


$ 2,137,844,000 
1,434, 139,000 


441,341,000 
409 , 224,000 
199,833,000 
91,767,000 
65 , 698 , 000 
59,851,000 


55,054,000 
30,000,000 
27,797,000 
17,250,000 
8, 247,000 
7,500,000 
5,920,000 
3,500,000 


715,000 
325,000 


296 ,000 
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shows 


The total of $4,996,301,000 (an increase of $412 million over the previous year) does 


not represent the total equity of the Government of Canada in its Crown corporations 
at March 31, 1965. This equity in fact amounted to $6,492,951,000 as shown by their 
Andividual financial statements published in Volume III of the Public Accounts. The 
| principal reason for this is that the Government of Canada maintains its accounts on a 
| modified cash basis which does not provide for recording as assets such items as surpluses 
| of Crown corporations or the cost of capital assets which were charged by the Government 
_as expenditure. In no sense does the Statement of Assets and Liabilities of the Government 
of Canada purport to be a consolidation including the accounts of its wholly-owned 
corporations. On the other hand, the corporations maintain their individual accounts on 
the accrual accounting basis followed in commercial practice, and in a number of cases 
have fiscal years conforming to the cycle of their individual operations rather than the 
April 1 to March 31 fiscal year used by the Government. 


| 


The excess of $1,496,650,000 existing at March 31, 1965 as a result of the fore- 


‘going is reconciled and explained in Appendix 12, Section 9 of Volume I of the Public 
Accounts entitled ‘‘Government of Canada Equity in Crown Corporations as at March 
31, 1965”. 


| 


| 
| 
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The advances to Central Mortgage and Housing Corporation increased by $222 
million resulting from additional advances of $248 million, less repayments of $75 million, 
pursuant to section 22 of the Central Mortgage and Housing Corporation Act, R.S., c. 46, 
together with advances of $71 million, less repayments of $19 million, in respect of projects 
entered into with provinces, municipalities and universities. Other advances were repaid 
to the extent of $3 million. 

The total for the Canadian National Railways reflects a net increase of $23 million 
due to a further investment of $25 million in 4% preferred stock in the Company pursuant 
to section 9 of the Canadian National Railways Financing and Guarantee Act, 1964, 
partly offset by a reduction of $1.4 million in temporary loans required by Air Canada. 

The amount for Farm Credit Corporation shows an increase of $102 million over the 
preceding year due to further loans of $112 million under the Farm Credit Act, 1959, c. 43, 
less repayments of $13 million, and an additional $3.6 million subscription to the capital 
of the Corporation by the Government under section 12 of the Act. 

The amount shown for The St. Lawrence Seaway Authority reflects a decrease of 
6.5 million comprising a net decrease of $25 million in deferred interest on loans, offset by 
additional loans of $18.5 million during the year (see paragraphs 161 and 209). 

The amount shown for Export Credits Insurance Corporation reflects an increase of 
$33 million in advances to enable the Corporation to provide long-term financing of export 
sales of capital goods. 

There was an increase of $12 million in advances to Atomic Energy of Canada Limited 
mainly to finance the construction of the Douglas Point, Ontario, generating station. 

Loans to the National Capital Commission increased by $6.9 million. 

Advances to the Northern Canada Power Commission increased by $5.4 million. 

In 1964-65, the financing of the capital requirements of the Canadian Broadcasting 
Corporation was by way of loans and advances rather than by an expenditure appropriation 
as was formerly the case. These advances, under the authority of Vote L10, Appropriation 


Act No. 10, 1964 totalled $14 million and are to be repaid by equal annual instalments 
over a twenty-year period. 


150. Loans to national governments. The following is a listing of the balances of these 


loans at March 31, 1965 in comparison with the balances at the close of the two previous — 


years: 


March 31, 1963 March 31, 1964 March 31, 1965 


Belgium 


ee er PII RS ee gto 32 32,298,000 29,991,000 27 ,684,000 
BYANCOL, Golan dade 2s cae ree eee oe 67 ,600 , 000 67 ,600 ,000 67 , 600 ,000 
REINA he. stan a bt heicle See kets ate ae 20,117,000 25,424,000 19,326,000 
Netherlanday,.\c<kc cet saan ee eee 32,130,000 32,130,000 32,130,000 
United Kingdom, 22.0. ..06 aces oe ee 1,057 ,045,000 1,039, 277,000 1,058 , 863 ,000 
Other countries) 7.0020. ee ra eta ee 1,587,000 1, 263,000 974,000 


$ 1,195,685,000 


$ 1,210,777 ,000 $ 1,206,577 ,000 
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The 1964 annual instalment of principal and interest on the loan to the United King- 


dom was deferred by the United Kingdom in accordance with the provisions of the United 
Kingdom Financial Agreement Act. The increase in the indebtedness at March dl, 1965 
results from the addition of interest of $20 million for 1964 which was deferred to De- 
cember 31, 2002. 


The reduction in loans to India resulted from a net repayment of $1.4 million on the 


loans for the purchase of aircraft and Spare parts and a repayment of $4.7 million of loans 
for the purchase of wheat and flour. No payments were due from France and the Nether- 
lands during the year because of special payments made in 1962-63. 


151. Other loans and investments. The balances comprising this asset item at March 31, 


1965 with the comparable balances at the end of the two previous years, were: 


] 


first 


March 31, 1963 


Subscriptions to capital of and working 
capital advances and loans to inter- 


national organizations..............$ 693 , 998,000 

Veterans’ Land Act advances.......... 224,486,000 

Less: Reserve for conditional benefits. 28 , 467 ,000 

196,019,000 

Loans to provincial governments....... 116,818,000 
Temporary loans to Old Age Security 

LATIN Uy Bit rents co pce on el a 41,679,000 


Housing projects for the Canadian Forces 12,514,000 
Advances pursuant to the Municipal 
Development and Loan Act....... as 
Less: Reserve for forgiveness of in- 


debtedneds wires, Scincs ee Le = 
Balances receivable under agreements of 
sale of Crown assets................ 8,303 ,000 
OEUCT IRUAROOR 5 ee es oa a, 41,324,000 


$ 1,110,655,000 


March 31, 1964 


$ 702,130,000 


243 , 327 , 000 
26,357,000 
216,970,000 


113,652,000 


99,960,000 
17,930,000 


5,959,000 
41,215,000 


$ 1,197,816,000 


March 31, 1965 


$ 709,754,000 


255 ,661 , 000 
24,339,000 
231, 322,000 


98, 436 , 000 


24,954,000 
20 , 386 , 000 


9,474,000 


1,837,000 
7,637 ,000 


4,147,000 
42,746 ,000 


$ 1,139,382,000 


Subscriptions to capital: 


ternational Development Association. 


| 


coe eee erecer rec cesseccece 


Ce ewe SCE eC Me or Se ar ee eer ed 


eee eeese eer sesesesear 


The following is a listing of the balances comprising the $709,754,000 shown for the 
item in the above table at March 31, 1965: 


$ 577,250,000 
80, 483,000 
40 , 668 , 000 
3,522,000 


701, 923 ,000 
7,831,000 


$ 709,754,000 


During the year Canada subscribed an additional $7.9 million to the capital of the 
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The loans to provincial governments at March 31, 1965 with the comparable balances 


at the end of the two previous years were: 


March 31, 1963 


March 31, 1964 


March 31, 1965 


Newfoundland.........+-sseeseeeeres $ 501,000 $ 498 ,000 $ 493 ,000 
Nova Gcotiawd..e« Sone ae se igs 7,317,000 7,230,000 7,139,000 
New Brunswick.........-++eeeeeeeee 31,084,000 34,371,000 32,788,000 
Wranitobae sche cota «2 aoietumamieere« 12,331,000 11,643 ,000 10,708,000 
Saskatchewan. ....----+eeeceeetereee 26,874,000 27 , 231,000 28,461,000 
Alberta <.s caudate: 0 esielvleoat perio rarmcbenes: 7,170,000 6,743 ,000 6,310,000 
British Columbia.........---+++++ee0 18,450,000 15,501,000 12,537,000 

103 , 727 ,000 103 , 217,000 98,436 ,000 
Provincial Tax Collection Agreements 

INGCOUDK eres ei let as eee 13,091,000 10,435,000 —_ 
$ $ 113,652,000 


116,818,000 


$ ©98, 436 ,000 


The reduction of $75 million in temporary loans to the Old Age Security Fund is the 
result of the surplus from transactions during 1964-65 in the special account provided for 
by section 11 of the Old Age Security Act, R.S., c. 200. The following is a summary of 
the transactions relating to the Fund during the past three years: 


1962-63 1963-64 1964-65 
Collections of tax 
CMUSALER sq a rk ee eer ere ee & 302,239,000 $ 331,760,000 $ 383,150,000 
On personal incomes........-+.+-++ 273,650 , 000 302 , 600,000 431,900,000 
On corporation incomes..........++- 115, 250,000 115,750,000 145 , 250,000 
691,139,000 750,110,000 960 , 300 ,000 
Payments of pensions under the Old Age 
SeoaribyoA Cts. aie a cirteewns oer 734,382,000 808,391,000 885 , 294,000 
Deficiency (surplus) for the year....... 43 , 243,000 58,281,000 (75,006,000) 
Preceding year’s balance brought for- 
VDRO Snes aE eo oo ae han Soros 5 (1,564,000) 41,679,000 99 , 960,000 
Deficthrat year-end facta cerste stn stele $ 41,679,000 $ 24,954,000 


99 , 960 ,000 $ 


The advances pursuant to the Municipal Development and Loan Act, 1963, c. 18, 
were made to provide financial assistance to augment or accelerate municipal capital 
works programs. Section 11 of the Act provides for the forgiveness of 25% of the principal 
amount of a loan where the municipal project in respect of which the loan was extended 
is completed to the satisfaction of the Municipal Development and Loan Board on or 
before the 31st day of March 1966. At March 31, 1965 advances with respect to projects 
not completed amounted to $7,349,000 and accordingly a reserve of 257% or $1,837,000 
was established to cover the portion of the advances to be forgiven. 


152. Securities held in trust. The amount of $53,060,000 shown under this heading 
represents securities held for the following accounts: guarantee deposits in respect of oil 
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and gas permits, $27,011,000; Municipal Development and Loan Board, $9,474,000; 
guarantee deposits in respect of customs duties and excise taxes, $5,153,000; pilots’ pension 
funds, $4,644,000; contractors’ securities, $4,406,000; and other, $2,372,000. 


153. Deferred charges. The balances included under this heading at March 31, 1965 
with the comparable balances at the close of the two previous years were: 


March 31, 1963 


Unamortized portion of actuarial defi- 
ciencies— 
Canadian Forces Superannuation 


PATRI lent a Shae oes $ 524,849,000 


Public Service Superannuation Account 
Royal Canadian Mounted Police 
Superannuation Account.......... 


276 , 661,000 


3,533 ,000 


805 ,043 ,000 


131,601,000 


$ 936,644,000 


March 31, 1964 


$ feats 
276,661,000 


276, 661,000 
123 , 700, 000 


$ 400,361,000 


March 31, 1965 


$ 53,762,000 
39,921,000 


4,153,000 
97,836,000 
110,749,000 


$ 208,585,000 


The amounts appearing under the heading “Unamortized portion of actuarial defi- 
ciencies” represent the balances of amounts credited to the superannuation accounts to 
cover actuarial deficiencies in those accounts with offsetting charges in the ‘‘Deferred 
charges”’ accounts. The deficiency of $276,661,000 at March 31, 1964 in respect of the 
Public Service Superannuation Account was written off to net debt during 1964-65. The 
balances at March 31, 1965 represent the portions of actuarial deficiencies remaining after 
one-fifth of the deficiencies arising from pay increases authorized in 1963-64 and 1964-65 
had been charged to expenditure in 1964-65 (see paragraph 173). 


The item “Unamortized loan flotation costs” records the unamortized portion of dis- 
counts and commissions paid on the issuance of loans. The following is a summary of the 


transactions for the year: 


Rene SADIE LOOLA MG ah ei te oh oe me eles oc Bn arate ty Pee ale estes 


Ada: 


Discount and commissions on new loans 
REL OS GIGI YS Oe meer ee tee: ON RIE A See ooo kee heal e ake 


Deduct: 


Amortization charges included in 1964-65 expenditure 


Pees arcliis LANGos pees. ccs. SMe ax nersande ne taenctia boca 


cieyales /ereteiisi.4\reke\@ ie) e ).¢..e 5) 616.61 6,6 ¢. as eer «= © ies 


SACNOE CACM C= iar yg Saas dei OME Test Tn tt 


$ 123,700,000 


37,027,000 
223 ,000 


160 , 950 , 000 


50,201,000 


$ 110,749,000 


154. Suspense accounts. The balance of $141,000 at March 31, 1964, representing the 
_ total of individual balances that remained unadjusted in the process of reconciling pay- 
ments to chartered banks for the redemption of paid cheques with the amount of those 
_ cheques, was written off to net debt during the year under authority of Department of 
Finance Vote 27d, Appropriation Act No. 2, 1965. 
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155. Inactive loans and investments. The 
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$94,824,000 shown for this item in the State- 
ment at March 31, 1965, unchanged from the two previous years, comprised the following 


balances: 
Loan to China in 1946, under the Export Credits Insurance Act..........++-++- $ 49,426,000 
Loans to Roumania in 1919 for the purchase of goods produced in Canada...... 24,329,000 
Loans to Greece in 1919 for the purchase of goods produced in Canada........-. 6,525,000 


Balance arising out 


Credits Insurance Act, of loans by chartered banks to Ming 


of implementation of guarantee, given under the Export 
Sung Industrial 


Company Limited (carrying prior guarantee by the Government of China).. 14,470,000 
Loan to Province of Saskatchewan in 1908 for the purchase of seed grain—last 
payment received in 1959-60. .......-seeeseereceresertrcssceceserecess 74,000 


156. The following table lists the liabilities at March 31, 1965 by main headings in 
the Statement of Assets and Liabilities in comparison with the corresponding balances at 


the close of the two previous years: 


Tiabilities 


March 31, 1963 


March 31, 1964 


$ 94,824,000 


March 31, 1965 


Current and demand liabilities...... $ 1,631,338,000 $ 1,619,692,000 $ 1,432,616,000 
Deposit and trust accounts.......-. 225 , 203,000 196,454,000 272,312,000 
Annuity, insurance and _ pension 

AGBCOUNTE 0 cdupits 2-5 Bie aieleream Ree ce 4,747,017,000 5,131,054,000 5, 675,841,000 
Undisbursed balances of appropria- 

tions to special accounts......... 119,952,000 111,601,000 95,703 ,000 
Meterredicreditseensse ere 107,739,000 119,447,000 113 , 208,000 
Suspense accounts.........-ceesees 6,055,000 5,118,000 5,532,000 
Unmatured ‘debt... ... chines atae sa 17, 961,836,000 18,740,097 ,000 18,978 ,214,000 

$ 24,799,140,000 $ 25,923,463 ,000 


$ 26,573,426 ,000 


157. Current and demand liabilities. The balances comprising this item in the Statement 
at March 31, 1965, in comparison with the corresponding balances at the close of the two 


previous years, were: 


Non-interest bearing notes payable to 
the International Monetary Fund and 
the International Development Asso- 
GLANTO Tinga hareteuave sue teis ep ated ole ciate Sees 


Accounts payable 


eeeceerer eo eoeosr ere esee 


Outstanding treasury cheques 
Interest accrued 


eer e keer e ew reece eee ores 
Cr 
eevee reo rere eee eee eee eee 


March 31, 1963 


$ 757,284,000 
267 ,364,000 
266,409,000 
196,974,000 

79,461,000 
32,467,000 
31,379,000 


$ 1,631,338,000 


March 31, 1964 


$ 586,996,000 
342, 673,000 
319,625,000 
215,973,000 

91,894,000 
26 , 820,000 
35,711,000 


$ 1,619,692,000 


March 31, 1965 


$ 367,898,000 
363 , 925, 000 
315,077,000 
231,173,000 
102,034,000 

19,141,000 
33,368,000 


$ 1,432,616,000 
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Non-interest bearing notes payable to the International Monetary Fund ($345 million) 
and the International Development Association ($22.9 million) are those portions of 
Canada’s quotas of the capital of these international agencies which are not covered by 
cash or gold. 


The amounts shown for “Accounts payable” are the totals of cheques 
in each year in payment of charges pertaining to the previous year. 


issued in April 


158. Deposit and trust accounts. The following is a listing of the balances included in 
this item at March 31, 1965 in comparison with the corresponding balances at the close 
of the two previous years: 


March 31, 1963 March 31, 1964 March 31, 1965 


Provincial tax collection agreements.... $ — $ = $ 48,797,000 
Guarantee deposits................... 12,505,000 27,375,000 34,742,000 
Indian trustifemds a5 255...20i. 0. 2. oo 28 ,877 ,000 29,167,000 31,109,000 
Deposits by Crown corporations....... 30,004,000 13,650,000 26, 783 ,000 
Post Office Savings Bank.............. 25,880,000 24,605 , 000 23 , 255 , 000 
Canadian Pension Commission (Admin- 

istration trust fund)................ 13,024,000 13,490,000 14,489,000 
National Harbours Board............. 7,855 ,000 13,320,000 13,560,000 
Instalment purchase of bonds by public 

Bervice employoessjih. «0... ck kc os 12,297,000 12,535,000 13,257,000 
Security deposits — Municipal Develop- 

ment and Loan Board............... — — 9,474,000 
Contractors’ holdbacks..............0. 17,724,000 8,604,000 8,802,000 
Contractors’ security deposits.......... 13,025,000 7,961,000 6,028,000 
Army Benevolent Fund............... 6,013,000 5,779,000 5,560,000 
PRE ALAN COR so 5.4 foin.s als:sict dies auconeo'e 57,999,000 39 , 968 , 000 36,456,000 


$ 225,203 ,000 


$ 196,454,000 


$ 272,312,000 


The federal Government collects provincial income taxes from corporations and persons 
on behalf of all provinces except Quebec. At March 31, 1965 collections had exceeded 
remittances by $48,797,000. In the two preceding years remittances had exceeded collec- 
tions by $10,435,000 in 1964 and $13,091,000 in 1963 and these amounts were included 
in “Loans to provincial governments” in those years. 


The increase of $7.4 million in the balance for “Guarantee deposits” was largely due 
to amounts deposited with the Department of Northern Affairs and National Resources 


_ aS guarantees for oil, mineral and timber rights and licences. 


The increase of $13 million in “Deposits by Crown corporations’’ is attributable to 


_ deposits of $10 million by Export Credits Insurance Corporation and $5 million by Atomic 


Energy of Canada Limited, offset by a withdrawal of $2 million by Eldorado Mining and 
Refining Limited. 
The balance in the ‘‘Post Office Savings Bank’’, $23,255,000, is the amount on deposit 
in 299,739 depositors’ accounts—a reduction of $1,350,000 and 1,285 accounts during the 
year. Interest is paid on deposits at a rate of 25% per annum. 
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The $36,456,000 shown for “Other balances” at March 31, 1965 represents the total 
of 85 balances, including: Veterans’ trust funds, $7,201,000; deferred pay of Armed Forces 
personnel, $3,435,000; prepayments to Royal Canadian Mint, $3,116,000; Northwest 
Territories revenue account, $2,683,000; common school funds, $2,678,000; Emergency 
Gold Mining Assistance holdbacks, $2,318,000; National Research Council special fund, 
$2,314,000; deposits made by the United States of America to cover expenditures to be 
made on its behalf, $1,633,000; and the immigration guarantee fund, $1,310,000. 


159. Annuity, insurance and pension accounts. The balances making up this item at 
March 31, 1965, in comparison with the corresponding balances at the close of the two 
previous years, are given in the following table: 


March 31, 1963 March 31, 1964 March 31, 1965 


Public Service Superannuation Account.$ 1,724,116,000 $ 1,856,408, 000 $ 2,161,828,000 


Canadian Forces Superannuation Account 1,605, 797 ,000 1,821,525,000 2,028,123 ,000 
Government Annuities Account........ 1,264, 436,000 1,284, 262,000 1,303, 137,000 
Royal Canadian Mounted Police Super- 

ANMUA LL OMPAC COUT seen rareeeten te coors 37 , 284,000 45 , 987,000 57,707,000 


Othernbalancess scree crs tebeacactetere eee: 115,384,000 122,872,000 125,046,000 


———— 


$ 4,747 ,017,000 $ 5,131,054, 000 $ 5,675,841 ,000 


The transactions during the year ended March 31, 1965 in each of the accounts listed 
above are summarized as follows: 


Public Service Superannuation Account 


Balance, April 1, 1964.5... 20 0. see eine ltrs aes carer temie ts eels $ 1,856, 408,000 
Add: 
Actuarial adjustment—Contra—‘“deferred charges” 
ACCOULT Si eetoesaceote sich wigs Sieketehe Ais tet ethene tenets ore Reteencic rons $ 169,457,000 
Interest credites eect. Cotas cite. oe ete oe aeneR 78,716,000 
Contributions by, participants: 1am. tetera ener. 61,817,000 
Contributions by, government. seen terete ie ila 58,995,000 
Other: creditsesa mie ted crek ocucek cekeere tore obs earch keeeene 596 ,000 
369,581,000 


————— 


2, 225,989 , 000 


Deduct: 
ANMNUTG Va AVANEMIUS sie nas ois cekierus +e cee tel raters 52,587,000 
Wiisudavongayyevecoiecounuleibiatsiith Fagan ade ocoansecoucnucemoe 10,829,000 


Other charred: fede ye teea eh nim oon eee area 745 ,000 


a 64,161,000 


—— 


me re re te PPE Se ete eik cp $ 2,161,828,000 


ns a 


Balance, March 31, 1965 
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Canadian Forces Superannuation Account 


BABLCC AULA, LO0e eae lt eee Oe eee ke Fata een f 
Add: 
LUMCRORO Cres ecto ltl oas ead | et) $ 74,982,000 
Actuarial adjustment—Contra—“‘deferred charges” 

LSE OREN EE ey ich ita LO A Al sn Aa 67 , 202,000 
Contributions by government.......................... 58,774,000 
Contributions by participants.......................... 35,176,000 
OMG E TOU ir eee 6 Givick wee Oe Oi ott 256 , 000 

Deduct: 
Bunty payiietes\ ena. tie ed ee 1. 18,620,000 
Gratuities and withdrawal allowances................... 11,008 ,000 
CREE CHAURER Hite. rs ce eS. 164,000 
DAM ANI ETON Gl LOUON  raeat this thet Ck cs eRe he 


Government Annuities Account 


Bele Ar O64 ibe Li Ao. BR To irs wicsie.s cccchesrmen sttn., 
Add: 
PUGG Le cOCLeNGS widen Hattie ts nila nae (aac cloak. $ 49,180,000 
EP TOUMUTIES TECOLVOUIA GE SAM arg Ore ee clei ee 30, 162,000 
SUROry EACGUAt SMEG emer A Ae ihs oy.6 oe acc aed 10,000 
Deduct: 


Vested annuity and commuted value payments and refunds. 59 , 782,000 
Transfer to revenue of the excess over actuarial value of 
OlteLanG ING COmtrACtS Oe. wee oo sae ks 6 ces he oe 695 , 000 


SY ETOCS, BENTO bg 985 a os a la 


Royal Canadian Mounted Police Superannuation Account 


B elariee, aE Oe sn ee Me ees bn sida Cubans seudhen 
Add: 
Actuarial adjustment—Contra—“‘deferred charges” account $ 5,192,000 
Contributions by government..............0c.ceeseeuee 3,147,000 
Contributions by participants.................cc0eceeee 2,101,000 
Tease OCIS pe, 08 alee Ol. RAY. 3.8 ce bn ssc « 1,930,000 
Contributions by Newfoundland....................... 17,000 
Deduct: 
Annuities and allowances payments...............00.005 420,000 
er ON NS HOU. DAV IONS PF. mc cise voce he vhs olden hea eeROe 243 ,000 
WTO CATE OR eA TOO one ak ccc ert A A eiw's « wrchstuhe 4,000 
Ber cer tate SL, J9CG MnPALS haces « Pees oA Fo cs « siasaog a cusnate os 


$ 57,707,000 


$ 1,821,525,000 


236,390,000 


2,057,915 ,000 


29,792,000 


$ 2,028,123,000 


$ 1,284,262,000 


79 ,352,,000 


1,363,614,000 


60 ,477 ,000 


$ 1,303,137,000 


$ 45,987,000 


12,387,000 


58,374,000 


667,000 
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The following is a listing of the major items included in ‘“‘Other balances’’ with the 
balances for the previous two years shown for comparative purposes: 


March 31, 1963 March 31, 1964 March 31, 1965 


Veterans’ Insurance Fund..........--- $ 26,187,000 $ 27,601,000 $ 29,027,000 
Civil Service Insurance Fund.........-. 24,030,000 24 , 239,000 24 , 289 ,000 
Canadian Regular Forces Death Benefit 

INAcoinite ne a ae Meade apo Oow ne 11,464,000 13,240,000 15,010,000 
Unemployment Insurance Fund........ 14,636,000 16,796,000 14,282,000 
Returned Soldiers’ Insurance Fund..... 13,850,000 13 , 295 ,000 12,707 ,000 
Public Service Death Benefit Account. . 7,467,000 8,612,000 9,876,000 
Royal Canadian Mounted Police De- 

pendents’ Pension Fund............- 6,477 ,000 6,916,000 7,369,000 
Public Service Retirement Fund....... 5,879,000 6,007 ,000 5,576,000 
Pilots’ Pension Funds...............-- 3,880,000 4,247 ,000 4,699,000 
Members of Parliament Retiring Allow- 

AT COSRACCOLIN Re eek hat eae 1,295,000 1,671,000 1,920,000 
Sim yis avast apres cents oe ok soins hanes 219,000 248 ,000 291,000 


$ 115,384,000 $ 122,872,000 $ 125,046,000 


ae —————— ee 


The transactions during the year ended March 31, 1965 in the Members of Parliament 
Retiring Allowances Account are summarized as follows: 


Balance, April 1, 19642. cots. v= recenarewiaiananoiereretenarerniere he Hie elem tsinere leit eter om $ 1,671,000 
Add: 
Contributions by participants............ eee eee cee reece $ 235,000 
Contributions by government............ee seer eee eee e ences 234,000 
Imtberests Credits acts oe eters eicieiek eke ete ea ren eRe 72,000 
—_———_ 541,000 
2,212,000 
Deduct: 
Annual callowanCesin scr se ars iiee csiorers er oraiclis toletelauesstemellew-teneyeienokons 288 , 000 
Wathdrawal allowances.-.-s seine ciskerie site ovens tavern nen tsheneneiaiene ei 4,000 
—_ 292 ,000 
Balance, March 31; 1965.0: sian ied eaeiee (eae See aa ei $ 1,920,000 


160. Undisbursed balances of appropriations to special accounts. The following is a listing 
of the balances included in this item in the Statement of Assets and Liabilities, compared 
with the corresponding balances at the close of the two previous years: 


March 31, 1963 March 31, 1964 March 31, 1965 


Colomboselany hundese ee eee $ 85,325,000 $ 84,451,000 $ aS 
International Development Assistance 

Fund PA Ee ahe ee | 620 re all tia — = 82, 245,000 
Railway Grade Crossing Fund......... 26,703,000 17,649,000 6, 865,000 
Centennial of Confederation Fund...... 1,000,000 3,000,000 6,024,000 
National Capital Fund............... 6,776,000 6, 426,000 426 ,000 
Other balaneds.:.:. 5. ccrassvoansceawentor 148,000 75,000 143 ,000 


$ 119,952,000 $ 111,601,000 $ 95,703,000 
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During the year the Colombo Plan Fund was charged with expenditures amounting 
to $32,761,000. The unexpended balance of $51,690,000 on March 31, 1965 was transferred 
to a special account to be known as the “International Development Assistance Fund” 
established under authority of a dollar vote of the Department of External Affairs, Vote 
33d, Appropriation Act No. 2, 1965. Under the same authority, the special account was 
credited with the unexpended balance of $30,555,000 in the sub-vote for International 
Development Assistance within Department of External Affairs Vote 35 of the Main 
Estimates, 1964-65. 


Amounts of $5,000,000, provided under section 265 of the Railway Act, R.S., c. 234, 
and $100,000, provided under Department of Transport Vote 82, were credited to the 
account for the Railway Grade Crossing Fund during 1964-65. Expenditures totalling 
$15,884,000 were incurred in aiding in the cost of installing protective devices at railway 
grade crossings, grade separations and reflective markings on the sides of railway cars. 

During 1964-65 an amount of $4,000,000 provided by Privy Council Votes 30 and 30a, 
was credited to the Centennial of Confederation Fund. Expenditures of $976,000 were 
charged to the account. 

During the year an amount of $4,500,000 provided by Department of Public Works 
Vote 65 was credited to the account for the National Capital Fund, and the account was 
charged with payments totalling $10,500,000 to the National Capital Commission to 
finance the cost of capital projects approved by the Governor in Council. 


161. Deferred credits. The following is an analysis of this item at the close of the 
1964-65 fiscal year and the two previous years: 


March 31, 1963 March 31, 1964 March 31, 1965 


Deferred interest on loans made under 
the United Kingdom Financial Agree- 


Ment Act, [OIG waren eee $ 44,174,000 $ 44,174,000 $ 63,761,000 
Deferred interest on loans to The St. 

Lawrence Seaway Authority......... 49,388,000 63 , 761,000 38,724,000 
Equity in agency account of Crown 

Assets Disposal Corporation......... 5,884,000 5,173,000 5,522,000 
Credits arising from the recording of 

agreements of sale of Crown assets... 6,743 ,000 4,702,000 2,991,000 
DONemDAISRCGS. ne a ce. 1,550,000 1,637,000 2,210,000 


$ 107,739,000 $ 119,447,000 $ 113,208,000 


The increase in the item “Deferred interest on loans made under the United Kingdom 
_ Financial Agreement Act, 1946” resulted from the Government of the United Kingdom 
exercising its option, for the first time since 1957, to defer the annual instalment of principal 
_ and interest on the loans. 

| During the year The St. Lawrence Seaway Authority paid $48,062,000 on account of 
interest previously deferred, while payment of interest for the year 1964, amounting to 
_ $18,025,000, was in turn deferred. This deferred interest is payable by the Authority over 
a 43-year period commencing in 1967, along with repayments of principal. 
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162. Suspense accounts. There was no appreciable change in this item on the liabilities 
side of the Statement during the year ended March 31, 1965. The year-end figure of 
$5,532,000 included balances of $1,257,000 for the Unclaimed Cheques Account, $617,000 
for the Hospital Insurance Outside Canada Account and $566,000 for the National Defence 
Replacement of Materiel Account. In 1964-65, the proceeds of sales of materiel to other 
countries, totalling $61,000, were credited to the Replacement of Materiel Account pursuant 
to section 11 of the National Defence Act, while $506,000 for procurement of replacement 
materiel was charged to the Account. 


163. Unmatured debt. A summary of the unmatured debt outstanding at March 31, 
1965, in comparison with balances outstanding at the close of the two previous years, is 
as follows: 

March 31, 1963 March 31, 1964 March 31, 1965 


Bonds 
Payable in Canada..........-.-- $ 15,385,847,000 $ 16,133,692,000 $ 16,461,809,000 
Payable in London...........--- 34,584,000 = — 
Payable in New York............ 376 , 405 , 000 376, 405,000 376 , 405,000 


16,796 ,836 ,000 16,510,097 ,000 16,838, 214,000 
Treasury bills (not exceeding 180 
ays hci Ine ee tay Me She ceuse es etna 2,165,000 ,000 2,230,000 ,000 2,140,000 , 000 


$ 17,961,836,000  $ 18,740,097,000  $ 18,978,214,000 


The increase of $328,117,000 in the bond debt payable in Canada is the amount by 
which new borrowings of $3,279 million during the year exceeded redemptions of $2,951 
million of prior issues. Canada savings bonds accounted for $1,011 million of the new 
borrowings and $551 million of the redemptions. 


Issues payable in New York were valued at the official parity rate of $1 U.S. = 
$1.08108 Canadian. 


It has always been the practice to include treasury bills and bonds maturing within 
the ensuing fiscal year in the amount shown for “Unmatured debt”? along with issues 
maturing at later dates. In addition to treasury bills of $2,140 million shown in the above 


summary as maturing within 180 days, the following issues, all payable in Canada, fall 
due within the current fiscal year: 


Canada Savings Bonds 1953, due November 1, 1965...........-.--s eee seers $ 45 , 266 ,000 


Loan ‘ot 1958-65; due September! 1, 9G avers sete creer ac iencketeneee rele eieketl-werettet=e= kere 449 ,891,000 
Toantof1962=65:"duerAjoril 1s) 96Gb tee. cree aie entrance teen er soko eeetonee ORR ts 110,000 ,000 
Loan of 1963-65, due Aprild) 196500, sh) ae 2 ates Rn. see reo te te 90 ,000 ,000 
Loan ‘of 1963-66,.due. February 1, O66) 01).. ./0bs Cee eels emia ete ae 225 ,000 ,000 
Loan: of)1964-65;:due: July 1, 1965 .c.05 i405 Sea lve toe bao a ein eee anne 400 ,000 ,000 
Loan of 1964-65, due December 1/1965 o,f. Ach 4.2s 5. eect etek a. oho oes oss 325,000 , 000 
Loan;of 1964-66, due February 1,j1966.). <1. te. chameeences: Blvw. .c ere eee 105,000 ,000 


$ 1,750,157 ,000 
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Net Debi 


164. With the Liabilities amounting to $26,573,426,000 (paragraph 156) and the 
Assets to $11,068,953,000 (paragraph 144), the net debt at March 51, 1965 was 
$15,504,473,000. The following is an analysis of the Net Debt Account for the year: 


Balance rid tCAM yee nish! Pages cae ae Oh ded code ese. os $ 15,070,149 ,000 


Add—Delficit for the year 


Pependitarert |< mst asd ser wick ooekcert tock $ 7,218,275 ,000 
iP evenie rete pte kee IW 2 iat ty <5 eel cd a, 7,180,310,000 
eee 37,965,000 
Write-off of unamortized portion of the actuarial 
deficiency in the Public Service Superannuation 
ACCOULES La pete ties etre. Pee ht ee ee 396,217,000 
Write-off of Cheque Adjustment Suspense Account. 142,000 
Balance Marci3l 105 cha. Ne $ 15,504,473,000 


Contingent Liabilities 


165. A note on the Liabilities side of the Statement of Assets and Liabilities gives 
the totals of the several classes of contingent liabilities outstanding at the year-end and 
refers to page 7.83 of the Public Accounts (Volume I) where details are to be found. 


The following is a summary of the main contingent liabilities with determinate 
amounts outstanding at March 31, 1965 in comparison with the corresponding amounts 
at the close of the two previous years: 


March 31, 1963 March 31, 1964 March 31, 1965 


Insured loans made by approved lenders 
under the National Housing Act, 1954.$ 4,123,000 ,000 $ 4,499 ,000,000 $ 4,949 864,000 


Railway securities guaranteed as to prin- 


cipal and interest.s. 1. eee ee 1,381,361 ,000 1,377,611,000 1,368, 298 ,000 
Deposits maintained by chartered banks 

am BanlofiCankda) 61) 741098... 454 741,870,000 840 ,037 ,000 897,218,000 
Guarantees under Export Credits Insur- 

ange Ach Paruline. 3, cet >, | 333 , 646,000 378 , 096 , 000 468 , 644,000 
Loans made by chartered banks to Cana- 

Mian Wheat Boardeifse. 000.060. 80,331,000 151,313,000 169,770,000 
Other contingent liabilities of determin- 

DiCLAMOUNbS Camus site ek i. 73,998,000 82,217,000 112,248,000 


$ 6,734, 206,000 $ 7,328,274,000 $ 7,966 ,042,000 


Among the contingent liabilities of indeterminate amount is that in respect of loans 
_Inade by approved lending institutions under National Housing Acts prior to the 1954 Act. 
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Comments on Assets and Liabilities 


166. Section 64 of the Financial Administration Act requires that there be included in 
the Public Accounts “‘a statement, certified by the Auditor General, of such of the assets 
and liabilities of Canada as in the opinion of the Minister [of Finance] are required to show 
the financial position of Canada as at the termination of the fiscal year’’. 


167. The Statement of Assets and Liabilities as at March 31, 1965 was prepared by 
the Department of Finance on the same basis as in previous years, the following explanation 
concerning this basis being included in the introduction to the Public Accounts: 


With certain exceptions, taxes and revenues receivable, revenue and other asset 
accruals and inventories of materials, supplies and equipment are not recorded as assets 
(except when these are held as charges against working capital accounts or revolving funds) 
nor are public works and buildings or other fixed or capital assets. Following the principle 
that only realizable or interest- or revenue-producing assets should be offset against the gross 
liabilities, costs of capital works are charged to expenditures at the time of acquisition or 
construction. Consequently, government buildings, public works, national monuments, 
military assets (such as aircraft, naval vessels, and army equipment) and other capital 
works and equipment are recorded on the statement of assets and liabilities at a nominal 
value of $1 as the value is not considered as a proper offset to the gross liabilities in de- 
termining the net debt of Canada. 

On the liabilities side, accrued liabilities (except for interest accrued on the public debt) 
are not taken into account in determining the obligations of the government. However, 
under section 35 of the Financial Administration Act, liabilities under contracts and other 
accounts payable at March 31 if paid on or before April 30 may be charged to the accounts 
for the year. These are recorded as accounts payable in the “Current and demand liabilities” 
schedule to the statement of assets and liabilities. 


This explanation reflects a policy established by the Minister of Finance in 1920, that 
assets to be included in the Statement of Assets and Liabilities should be confined to those 
which are readily convertible or which are revenue-producing. The Minister had immediate- 
ly implemented this policy by removing from the Statement of Assets and Liabilities a 
substantial amount in loans, etc., which could not meet this test. 

This policy has been followed by successive Ministers of Finance ever since but a 
major exception was introduced in 1957-58 when funds required by the National Capital 
Commission for the purchase of lands in the Greenbelt were recorded as loans to the 
Commission instead of budgetary expenditures as had formerly been the case. They were 
given the appearance of being revenue-producing by asking Parliament to appropriate 
money to the National Capital Commission with which to pay interest on the loans. 
This practice has been the subject of comments in previous Reports and has been con- 
sidered by the Public Accounts Committee which holds the view that outlays on properties 
in the Greenbelt are expenditures of the Crown rather than income-producing investments. 
The Committee has on two occasions requested the Department of Finance to review the 
existing practice with the National Capital Commission with a view to placing the financing 
of the Commission on a more realistic basis. This is one of the observations of the Standing 
Committee on Public Accounts which has not yet been dealt with by Executive action 
(see Appendix 1, item 27). 
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As is pointed out in paragraph 55 of this Report, the funds required by the Canadian 
Broadcasting Corporation to meet its capital expenditures during the year ended March 31, 
1965 were provided by means of loans from the Government instead of grants as in the past. 

The explanation quoted above means that the costs of government buildings and other 
public works undertaken by government departments are charged to expenditure at the 
time of acquisition or construction because the departments are dependent on public 
revenues for their capital needs. The two Crown corporations referred to above are also 
dependent on public revenues for their capital needs. 


168. Accounts receivable. Taxes and sundry accounts receivable are not recorded as 
assets in the Statement of Assets and Liabilities. 

Information regarding the total accounts receivable of each department at the year- 
end, in comparison with the corresponding total at the close of the preceding year, is given 
in the several departmental sections of Volume II of the Public Accounts. 

The Public Accounts Committee in its Sixth Report 1964 expressed agreement with 
our observation that it would be more informative to Parliament were a summary showing 
the overall total of all accounts receivable due to the Government of Canada, whether in 
memorandum form or recorded on the books, included in the Public Accounts each year. 
As a result, a summary similar to the following is included for the first time in Volume I 
of the Public Accounts for 1964-65: 


Previous Years 


Department Current year Collectable —_ Uncollectable Total 
A ee rr $ 440,218 $ 849,636 §$ 21,258 $ 1,311,112 
Citizenship and Immigration....... 196, 564 442,968 57,733 697 , 265 
Defence Productions: ....22": 4,270 1,768 259 , 329 265 , 367 
Brxternall Affairs’) to 8 ur ee. 333,210 482 , 231 14,700 830,141 
PACE PIERS 1c iirne itt. ater 21,198 7,816 59,922 88 , 936 
SSTICOR EE a Grieg eit eid da tee (oo 134,194 — 222 134,416 
LOANS ae ate ne eh ee 120 — 17,465 17,585 
Unemployment Insurance 
WOMONEION oe ee, 54,798 127 469 55,394 
PiUieon Mee. birt a. tee eve 4,873,774* as — 4,873,774 
Mines and Technical Surveys...... 61, 222 15,048 595 76, 865 
National Defence................. 4,514,477 2,502,328 88 , 650 7,105,455 
National Health and Welfare...... 1,328,976 281, 547 72,710 1,683 , 233 
National Research Council......... 108 , 535 12,201 561 121,297 
National Revenue— 
Customs and Excise Division... . 13,338, 855* — 1,241,672* 14,580,527 
Tsxation Division. «0... 201 175, 121,388* = 45,137,672* 220,259,060 
Northern Affairs and National 
Ree OUECOR rs aarti. tt 187 , 342 412 ,228 4,075 603 , 645 
Public Printing and Stationery... . 129 ,766 2,035 — 131,801 
BIBUCWOrkE ts) ee treorie eee aches 627,415 484 ,939 10,959 23 ots 
Royal Canadian Mounted Police... 385, 548 5,913 2,003 393 , 464 
Trade and Commerce............. 134,013 9,069 11,566 154,648 
NSC) ed PO 3,169,176 600 , 885 802 3,770,863 
Rererane ARB cco chs osx sacs se. 3,784,409 2,038, 803 369 , 096 6,192,308 
Other departments... 2.0.0... 00.2. 29,956 EM 157 9,103 50, 216 


$ 208,979,424 $ 8,160,699 $ 47,380,562 $ 264,520,685 


* These amounts relate to both current and previous years. 
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The accounts receivable totals shown in the above table were the amounts remaining 


after certain uncollectable debts 
(a) of $1,000 or less had been deleted from the accounts during the year under authority of 
section 23 of the Financial Administration Act, and 
(b) in excess of $1,000 had been written off under authority of Department of Finance 
Vote 22d of Appropriation Act No. 2, 1965. 


A summary of these deletions by departments is as follows: 


Deleted 
under authority of 


Financial 
Administra- Finance 
tion Act, Vote Total 
Department Items sec. 23 22d deleted 
Agriculture: 2 pn ae ataatee 20 ore 440 $ 5,125 $ 14,791 $ 19,916 
Citizenship and Immigration......... 1,128 172,972 88,174 261,146 
Mines and Technical Surveys.......- 35 189 148,759 148,948 
INGRHCALIDYSIEMNGS,  Soaconssaceca 460 8,123 175,568 183 , 691 
National Health and Welfare........ 307 82,473 29,193 111,666 
National Revenue— 
Customs and Excise Division...... 156 2,997 — 2,997 
Warcamcoyel IDIOM! aso anasbossss 957 299 ,827 12,070 311,897 
Northern Affairs and National 
eSOUNCCS ae ert erate een 47 7,934 — 7,934 
PublicaWorkess eee eee ee 98 Neh, ee — 13,133 
Royal Canadian Mounted Police..... 38 8,599 — 8,599 
Veterans tAttaircmmn erect cinerea 879 87 , 983 175,430 263,413 
Other*departmeiite: .24.. ... 1. 145 2,998 — 2,998 


4,690 $ 692,353 $ 643,985 $1,336,338 


We have drawn attention in the past several years to the fact that whether accounts 
receivable are kept in memorandum form or recorded as an asset in the Statement of Assets 
and Liabilities, they are nonetheless debts due to the Crown, and their accurate recording 
and ultimate collection are primarily responsibilities of the departments concerned. While 
we have again found that most departments having extensive accounts receivable keep 
their records accurately and efficiently, this does not apply in the case of some departments 
where accounts receivable as such are not an important factor. We believe this situation 
to be largely due to the failure of these departments to maintain controlling accounts and 
to provide for an effective internal verification of the accounts by officers other than 
those responsible for keeping the accounts. Such weaknesses in internal control should be 


remedied in order to reduce the possibility of accounts being tampered with and collec- 
tions misappropriated. 


The Public Accounts Committee expressed concern over this situation and in its Sixth 
Report 1964 (see Appendix 1, item 28) suggested that the Treasury Board have the matter 
studied with a view to ensuring that amounts due to the Crown are adequately recorded 
and that an accounts receivable control system is instituted. The Committee also stated 
that collection procedures must be tightened up and firmly enforced. 
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The Treasury Board is presently developing a policy on revenue control designed to 
eliminate the conditions referred to by the Auditor General and the Public Accounts 
Committee and also by the Royal Commission on Government Organization. 


169. Accounts receivable—Department of National Revenue. It will be noted from the 
table in paragraph 168 that the accounts due to the Department of National Revenue at 
the close of the year accounted for $235 million of the overall total of $265 million owing 
to the Crown. 

With the co-operation of the officials of the Customs and Excise Division and the 
Taxation Division of the Department of National Revenue, analyses have been prepared 
showing the nature and amounts of the unpaid accounts. 


CUSTOMS AND EXCISE DIVISION.—The following is a summary of the accounts receivable 
of this Division at March 31, 1965 compared with the preceding year: 


Year ended March 31 


1965 1964 
Collectable— 
PRO ise Roker meen ins Se oe Bie a nad es oe ee $ 11,381,000 $ 9,266,000 
eros ReILUT ES NIN et 531,000 197 ,000 
Duties and taxes on importations........................ 1, 227,000 134,000 
DANI eV OUS iy east Stare ae ag oth, alt 0 os gs 197 ,000 22,000 
PalanyJOVECDAVINOUIS con ree ite Se UE Oe! 2,000 1,000 
13,338,000 9,620,000 
Uncollectable— 
HEROIN tose att coca ick 5. ee A te a 1,022,000 591 , 000 
CHEIOIIS SCIULCR cian oth oot EEL. EEA Mee. 47 ,000 29,000 
Duties and taxes on importations........................ 166,000 165,000 
TaVesicAGOns arnt Mees SMa cure mb, 3,000 = 
Dalen; Overpayments ass... sek ec: oh cwdicccccclcn.. — 2,000 
SUE EN DAPI a SEE Cae IR le NL Ae ce 4,000 4,000 
1, 242,000 791,000 


$ 14,580,000 $ 10,411,000 


| In our 1964 Report we stated that the figures for that year did not include (a) certain 
sales tax assessments, (b) customs amending entries unpaid for less than six months, and 
| (c) inactive accounts of the Investigations Branch. At March 31, 1965 these amounts 
have been included and account in large measure for the increase of $4.2 million shown in 
_ the above statement. 

| The Customs and Excise Division is preparing to extend the system of accounts 
-Teceivable control accounts to include all amounts receivable by the Department. As yet 
It is not possible to report upon the age of the accounts as the records are maintained at 
the district level and the information has not been provided to head office. We understand 
that this information will be available at head office next year. 

| During the year 156 items amounting to $2,997 were written off with Executive 
approval under authority of section 23 of the Financial Administration Act. 
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TAXATION DIVISION.—At March 31, 1965 the following amounts were recorded as 


accounts receivable: 


No. of 
Classification accounts Amount 

Income tax— 
Tridividtial... cx v2 +0 4bie ave soles whan tie sue ee cree 127,615 $ 121,659,000 
Gorporations:. «.s.,...cnbceraee se moar rae teen tsa 5,551 66 , 907 , 000 
Tax deductions and non-residents..........2+ seers e eer eeeee 14, 241 11,065,000 
Deferred tax. check cr Sy SORE ae Fad eile ate cleat nts ore nee == 6, 238,000 
205 , 869,000 
Provincial income taxX......0.-sesns ener eres serene e es eucmere = 42,000 
Estate tax and succession duty......... eee eee cere eee eeeeees 931 14,345,000 
Sundry salary overpayments...........eeeer sees reese cence ees — 3,000 


$ 220,259,000 


Only $43 million, or 20% of the total of $220 million shown above, consists of current 
collectable accounts. The remainder, $177 million (114,196 accounts), had not been 
collected for the following reasons: 


March 31 February 29 
1965 1964 


1.) Under appeal vr a. Se es we ee ioe eee $ 75,102,000 $ 67,778,000 
There were 943 accounts under appeal at 
March 31, 1965, of which 310 were secured 
and 51 partially secured for the reason that 
no collection arrangements were possible. 
Section 51 of the Income Tax Act provides 
that “the taxpayer shall, within 30 days from 
the day of mailing of the notice of assessment, 
pay to the Receiver General of Canada any 
part of the assessed tax, interest and penalties 
then remaining unpaid, whether or not an 
objection to or appeal from the assessment is 
outstanding”’. 


> AUneollectablek< 4. 2a eee ee 45,095 , 000 25,321,000 
There were 19,801 uncollectable accounts 
at March 31, 1965. The increase of approxi- 
mately $20 million in uncollectable accounts, 
many of them in amounts over $1,000, in the 
fiscal year 1964-65, results from a detailed 
systematic review of all accounts considered 
but not classified as uncollectable. Uncol- 
lectable amounts in excess of $1,000 may be 
written off only with the sanction of Parlia- 
ment and no such approval for tax accounts 
has been sought by the Division since 1961-62. 
However, two items representing salary over- 
payments and amounting to $12,070 were 
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March 31 February 29 
1965 1964 
deleted under parliamentary authority by 
Department of Finance Vote 22d. Amounts 
of $1,000 or less may be written off with 
Executive approval and 955 accounts amount- 
ing to $299,827 were written off during the 
year. 
cme Cle eaceeaamenteu es lk fy 30,719,000 21,475,000 


Accounts that were under 90 days old at March 
31, 1965 number 76,384 and represent recent 
assessments and re-assessments, the bulk of 
which are not due until April 30, 1965. 


4. Duplicate assessments (estimated)............... 5,000 ,000 8,000 ,000 
When deemed necessary, duplicate assessments 
are raised against individuals or corporations 
with which the originally assessed taxpayer 
may be associated or to which he might 
transfer assets. 


5. Temporarily uncollectable...................... 14,951,000 — 

There are 17,068 accounts in this category and 
they represent taxpayers who are unemployed, 
in jail, non-residents expected to return to 
Canada, operators of seasonal businesses and 
their employees, self-employed, receiving 
foreign income who at present are immune to 
our collection process, or who are unable to 
pay now but whose financial circumstances 
are likely to improve. 


oO Oe TOCLELA DAWN, oes LEMak ence Ore Phy nda thot 6 , 238 ,000 6 , 586 ,000 

Deferred tax is collectable only on the death of 
a taxpayer, in accordance with section 13 of 
the Income War Tax Act, 1943-44, c. 14. This 
section gave the taxpayer the option of paying 
part of the 1942 tax in 1943 or thereafter at a 
discount or having his executors pay it from 
his estate. 


MEPL TOVINCIAD INCOMC LAX ees cn. os. bs sak cbse cas ck a, 42,000 42 ,000 

This amount, which is now regarded as un- 
collectable, represents the balance of 1939-40 
provincial income tax arrears for Quebec and 
Ontario transferred to the Federal Govern- 
ment for collection under authority of the 
Dominion-Provincial Taxation Agreement Act 
1942, c. 13. 


$ 177,147,000 $ 129,202,000 
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In our opinion analyses or details of this nature relating to the larger groupings of 
debts due to the Crown, should be prepared by the departments responsible and made 
available to Parliament each year, through the medium of the Public Accounts or in the 
departmental annual reports. 


170. Cash on deposit in chartered banks. Included in the item ‘‘Current assets” is an 
amount of $682 million on deposit in bank accounts. Of this amount $634 million was on 
deposit in the chartered banks of Canada, $31 million in the Bank of Canada and $17 
million in banks in London, New York, Paris and Bonn. 

The balances on deposit in foreign bank accounts are working balances against which 
cheques are drawn and which do not earn interest. The Bank of Canada, in accordance 
with the provisions of section 19(e) of the Bank of Canada Act, R.S., c. 18, does not pay 
interest on deposits. However, profits of the Bank of Canada are paid to the Receiver 
General and placed to the credit of the Consolidated Revenue Fund. 

Balances on deposit in the chartered banks in Canada in excess of an aggregate of 
$100 million earn interest at the weekly average accepted treasury bill tender rate for the 
three months treasury bills, less 10%, calculations being based on the minimum weekly 
balances. No interest was received on the aggregate of $100 million which was kept on 
deposit in the chartered banks throughout the year 1964-65. (See also paragraph 62.) 


171. Agricultural Commodities Stabilization Account. ‘The operations of the Agri- 
cultural Stabilization Board during the year 1964-65 resulted in a loss of $61,500,000. 
This loss, together with a balance of loss of $2,555,000 brought forward from the previous 
year, was met to the extent of $57,118,000 by funds provided by Department of Agri- 
culture Vote 80d, Appropriation Act No. 2, 1965, and to the extent of $5,619,000 by major 
services provided without charge by government departments (see paragraph 213). The 
balance of the loss amounting to $1,318,000 remains as a charge to the Agricultural 
Commodities Stabilization Account and is included in the balance of $23,152,000 at 
March 31, 1965. This amount appears as a current asset item (see paragraph 145) although 
to the extent of $1,318,000 it represents a loss which must eventually be written off to 
expenditure (see also paragraph 140). 


172. Sinking fund and other investments held for retirement of unmatured debt. On August 
10, 1964 the Minister of Finance purchased $4.1 million of 2#% Canada bonds payable 
in New York and due September 1, 1974 and $1.8 million of a similar issue due on September 
15, 1975. Interest earned on these bonds amounting to $101,000 was credited to this asset 
account in error instead of being credited to revenue. Furthermore, an amortization 
adjustment of $57,000 representing the portion of the discount on these bonds applicable 
to the year was not made. Consequently, this asset item is under-valued by $158,000 and 
the Department of Finance revenue item “Return on Investments” is understated by 4 
similar amount. 


173. Deferred charges—Unamortized portions of actuarial deficiencies. The balances in 
these accounts represent the remaining portions of the actuarial deficiencies in the 
Canadian Forces Superannuation Account $53,762,000, the Public Service Superannuation 


i : 
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Account $39,921,000, and the Royal Canadian Mounted Police Superannuation Account 
$4,153,000, after one-fifth of the deficiencies which arose when general pay increases were 
authorized had been charged to expenditure in 1964-65 (see paragraph 63). 


174. Suspense accounts. Reference was made under the heading “‘Cheque Adjustment 
Suspense” in paragraph 124 of last year’s Report to a balance of $141,392 representing 
unidentified net differences which were encountered between 1942-43 and 1961-62 in 
reconciling paid cheques with the payments made to the banks. In 1964-65 this balance 
was written off to net debt under authority of Department of Finance Vote 27d, Appro- 
priation Act No. 2, 1965. 


175. Public Service Superannuation Account. A statement of this Account appears in 
paragraph 159 of this Report. In 1964-65 the Account was credited (and a deferred charge 
account was debited) with a special Government contribution of $169,457,000 representing 
the total of: the actuarial deficiency in the Account as of December 31, 1962 with interest 
to December 31, 1964, amounting to 119,556,000; the actuarial deficiency arising from 
salary increases authorized in 1963-64 with interest to December 31, 1964, amounting to 
$30,506,000; and the actuarial deficiency of $19,395,000 arising from salary increases 
authorized in 1964-65. As stated in paragraph 63, the deficiency of $119,556,000 was written 
off to net debt during the year and one-fifth of the deficiency of $49,901,000 resulting from 
salary increases authorized in 1963-64 and 1964-65 was charged to expenditure, leaving 
a balance of $39,921,000 in the deferred charge account to be written off to expenditure 
over the next four years. 


176. Canadian Forces Superannuation Account. A statement of this Account appears 


| in paragraph 159 of this Report. In 1964-65 the Account was credited (and a deferred 


charge account was debited) with a special Government contribution of $67,202,000 
representing the amount of the actuarial deficiency in the Account arising from pay 


_ increases authorized for members of the Forces during the year. As stated in paragraph 63, 


one-fifth of the deficiency was charged to expenditure, leaving a balance of $53,762,000 


in the deferred charge account to be written off to expenditure over the next four years. 


177. Royal Canadian Mounted Police Superannuation Account. A statement of this 
Account appears in paragraph 159 of this Report. In 1964-65 the Account was credited 


_ (and a deferred charge account was debited) with a special Government contribution of 
— $5,192,000 representing the amount of the actuarial deficiency in the Account arising from 
_ pay increases authorized for members of the Force during the year. As stated in paragraph 


_ 68, one-fifth of the deficiency was charged to expenditure, leaving a balance of $4,153,000 
In the deferred charge account to be written off to expenditure over the next four years. 


Crown Corporations 


178. Section 85 of the Financial Administration Act requires that each Crown 
corporation prepare, in respect of each financial year, a balance sheet, a statement of 
‘income and expense and a statement of surplus containing such information as, in the case 
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of a company incorporated under the Companies Act (Canada Corporations Act with 
effect from July 1, 1965), is required to be laid before the company by the directors at an 


annual meeting. 


179. Section 87 of the Financial Administration Act requires the auditor of a Crown 
corporation to report annually to the appropriate Minister the result of his examination of 
the accounts and financial statements of the corporation, and the report is required to 
state whether, in his opinion: 


(a) proper books of account have been kept by the corporation; 
(b) the financial statements of the corporation 
(i) were prepared on a basis consistent with that of the preceding year and are in 
agreement with the books of account, 
(ii) in the case of the balance sheet, give a true and fair view of the state of the corpora- 
tion’s affairs as at the end of the financial year, and 
(iii) in the case of the statement of income and expense, give a true and fair view of 
the income and expense of the corporation for the financial year; and 
(c) the transactions of the corporation that have come under his notice have been within 
the powers of the corporation under this Act and any other Act applicable to the 
corporation. 


In addition, the auditor is required to call attention to any other matter falling within 
the scope of his examination that in his opinion should be brought to the attention of 
Parliament. 


180. Section 87 of the Act further requires that the annual report of the auditor be 
included in the annual report of each corporation, and section 85 directs that such annual 
report be laid before Parliament by the appropriate Minister within fifteen days after he 
receives it from the corporation or, if Parliament is not in session, within fifteen days after 
the commencement of the next ensuing session. 


The financial statements of the various corporations, together with the related audit 
reports, are published in Volume III of the Public Accounts. 


181. Crown corporations classed as “agency” or “proprietary” corporations are listed 
in Schedules “CG” and “D” to the Financial Administration Act. Those in the former class 
are responsible, in general, for the management of procurement, construction, service and 
disposal activities on behalf of the Crown. Those in the latter class are responsible for the 
management of lending or financial operations, and for the management of commercial and 


industrial operations involving the production of or dealing in goods and the supplying of 
services to the public. 


182. The Auditor General is the auditor of the following Crown corporations whose 
accounts and financial statements were examined for their financial years terminating 
during, or coinciding with, the fiscal year ended March 31, 1965: 
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Corporation Class 
Atomic Energy of Canada Limited............ Agency 
Canadian Arsenals Limited................... Agency 
Canadian Broadcasting Corporation... (46, 225% Proprietary 
Canadian Commercial Corporation............ Agency 
Canadian Corporation for the 1967 World 
Pixiabitionnesdi) | wiateliond |... moje 
Canadian National (West Indies) Steamships, 
SUT Be ae oe ee Agency 
Canadian Overseas Telecommunication 
Wemporationel 95. 1 ne.4a) Dadaiocae 3a Proprietary 
Canadian Patents and Development Limited... Agency 
Centennial Commission.......).5.0..)....02). Agency 
_Cornwall International Bridge Company 
Maratendnerads, 6.0. tister Moldy review 2: Proprietary 
Crown Assets Disposal Corporation... ..45. 00). Agency 
Defence Construction (1951) Limited. ......... Agency 
Eldorado Aviation Limited................... Proprietary 
Eldorado Mining and Refining Limited........ Proprietary 
Export Credits Insurance COLrPOTALION 52.5... Proprietary 
Farm Credit Corporation...................., Proprietary 
The National Battlefields Commission......... Agency 
National Capital Commission................. Agency 
National Harbours Board.................... Agency 
Northern Canada Power Commission......... Agency 
Northern Ontario Pipe Line Crown Corporation. 
Northern Transportation Company Limited.... Proprietary 
Park Steamship Company Limited............ Agency 
Polymer Corporation Limited and subsidiary 
OO CER, a 0 re Proprietary 
‘The St. Lawrence Seaway Authority........... Proprietary 


The Seaway International Bridge Corporation, 


rere tent Vso) M18 GLE bl HOA) as Proprietary 
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Reporting Minister 


Chairman of the Committee 
of the Privy Council on 
Scientific and Industrial 
Research 


Industry 
Secretary of State 
Industry 


Trade and Commerce 
Transport 


Transport 


Chairman of the Committee 
of the Privy Council on 
Scientific and Industrial 
Research 


Secretary of State 


Transport 

Industry 

National Defence 
Trade and Commerce 
Trade and Commerce 
Trade and Commerce 
Agriculture 


Northern Affairs and 
National Resources 


Public Works 
Transport 


Northern Affairs and 
National Resources 


Trade and Commerce 
Trade and Commerce 


Transport 


Industry 


Transport 


Transport 
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183. Since the Auditor General has not been appointed the auditor of the following. 
Crown corporations and public ‘nstrumentalities their accounts were not examined by 


him during the year: 


Corporation or Instrumentality Class Reporting Minister | 
Se | 
Air Ganadac ct iee cree. te teen octet eae Proprietary ‘Transport | 
Bank of Canadaleee) sae eeee aoe a Finance 
Canadian National Railways.....-.----++-+++: Proprietary Transport | 
The Canadian National Railways Securities | 
CR rstee c e nk E Oe  es> aeene Proprietary Transport 
The Canadian Wheat Board........-------+: Trade and Commerce 
Central Mortgage and Housing Corporation.... Proprietary Citizenship and Immigra- 
tion 
Industrial Development Bank...........----- Finance 


In its Eighth Report 1964 (see Appendix 1, item 39) the Public Accounts Committee 
recommended that the Auditor General be appointed the auditor or the joint auditor ol 
these corporations or instrumentalities. 


184. The paragraphs that follow deal with the various corporations audited by the 
Auditor General. In each case, an introductory comment describes briefly the origin 0 
the corporation and the nature of its activity, and this is followed by comments regarding 
the Crown’s equity in the corporation, a summary of the operations for the year in compari 
son with the preceding year, and any other matter which might be of interest to the Hous 


of Commons. 


185. Atomic Energy of Canada Limited. This Company was incorporated in 199: 
under the Companies Act, 1934, pursuant to authority contained in the Atomic Energ; 
Control Act, R.S., c.11, to carry out research and development in nuclear power technolog 
and allied fields and to promote uses of atomic energy. 

The head office of the Company is in Ottawa. Nuclear reactors and major resear¢e 
and development laboratories are maintained at Chalk River, Ontario. The Whiteshe. 
nuclear research establishment, situated 65 miles north of Winnipeg, is in operation anc 
although still incomplete, complements the Chalk River nuclear laboratories. The Com 
pany has constructed some 268 housing units, an apartment building and a shoppin 
centre in a new town called ‘“Pinawa” to accommodate the employees and their families ¢ 
the Whiteshell establishment. The Commercial Products division in Ottawa is responsib! 
for the processing of radioisotopes produced in the Company’s reactors, the designing ¢ 
equipment for the use of radioactive materials, and the marketing of products an 
equipment on a commercial basis. The Power Projects division, located in Toronto, 
responsible for the engineering, development, construction and management of nucles 
power generating projects. A nuclear power demonstration plant was constructed ! 
Rolphton, Ontario, to produce steam for sale to the Hydro-Electric Power Commission | 
Ontario to generate electric power. The Company, in co-operation with the Hydro-Electr 
Power Commission of Ontario, is building Canada’s first full-scale nuclear power generatil 
station at Douglas Point, Ontario. It is expected that the station will be commissioned in 196 


} 


/ 
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The Company’s accumulated costs of research facilities at Chalk River, Whiteshell 
and Rolphton, charged to research expense and financed by parliamentary appropriations, 
amounted to $177,086,000 at March 31, 1965. The cost of the Douglas Point generating 
station, amounting to $44,732,000 at the year-end, is being financed by Government of 
Canada loans. 

The Crown’s equity in the Company at March 31, 1965 totalled $71,346,000 compris- 
ing: loans for housing, $8,840,000; loans for construction of Douglas Point generating 
station, $44,994,000; capital stock, $15,000,000; and retained earnings, $2,512,000. 

A comparative summary of income and expense for the past two years follows: 


Year ended March 31 


1965 1964 
Research Program—Operating 
PROC AC e t ane me Me IOS CAML Sth SS Pore one res 4 ee $ 38,445,000 $ 34,063,000 
Income: Gross income from housing accommodation, hospitals, 
transportation, sales of steam, etc......................... 3,594,000 2,605,000 
Excess of expense over income...............0.cecccsecces, $ 34,851,000 $ 31,458,000 
Provided for by: 
Parliamentary appropriation................0.0.0.00005.. $ 34,861,000 $ 31,469,000 
Less: Unexpended balance refundable to Government of 
SUE GEN Aa iam eal Ge ee ee La ea a 10,000 11,000 


$ 34,851,000 $ 31,458,000 


———— ————— 


Research Program—Capital 


LGC ah cage Ae ae ener a a, ee rer ren $ 17,327,000 $ 14,219,000 


Provided for by: 


Parliamentary appropriation. ...<....<.++.e<ecccc...c. $ 10,307,000 $ 13,466,000 
BVOlAIMeMeatoMiog ssh sere, te del Ti MAR eo Wey 7,020,000 753,000 


$ 17,327,000 $ 14,219,000 


Commercial Operations 


eee er ee nk $ 7,416,000 $ 4,403,000 

Expense: 
Le EC eR ee 3,680,000 2,138,000 
Research, selling and administrative................0-00-. 3,074,000 2,151,000 
6,754,000 4,289,000 


Excess of income over (CD. Ole) AA ak ce OA ee $ 662,000 $ 114,000 


The increase of $4,382,000 in research operating expense was due in part to increases 
in salaries and wages including welfare benefits, $1,972,000, and professional and special 
Services, $261,000. In addition, there was no counterpart during the year for revenue from 
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the NRU reactor amounting to $1,239,000 which was applied as a reduction of expense in 
1963-64. The increases in personnel of 133 at the Whiteshell establishment, 67 at the Power 
Projects division, and 61 at Chalk River and head office, together with normal increases 
sn rates of remuneration, account for the increase in salaries and wages. Increased activities 
at the Whiteshell establishment and the Power Projects division largely account for the 
increased costs with respect to professional services. 


186. Canadian Arsenals Limited. This Company, with its head office in Ottawa, was 
incorporated in 1945 under the Companies Act, 1934, pursuant to authority contained in 
the Department of Reconstruction Act, 1944, c. 18. The main objects of the Company are 
the operation, maintenance and supervision of arsenals and other plants for the production 
of military stores and equipment, including the maintenance of physical facilities and 
manufacturing skills so that the operations may be expanded on short notice. 

A reduction in operations has taken place in the last ten years. The Company’s sales 
reached a peak in 1954-55 when Korean war contracts were still being completed. Except 
for a minor increase in 1961-62, there has been a steady decline in sales from $80 million 
in 1954-55 to $7.5 million in 1964-65. Over the years, the Company has been the custodian 
of Crown-owned plants representing an investment of over $100 million. During 1964-65, 
the Government sold the Explosives division plant, Valleyfield, Quebec, (see paragraph | 
59) and transferred the land and buildings of the Instrument and Electronics division, . 
Scarborough, Ontario, to the Department of Public Works. At March 31, 1965 the Company 
was the custodian of seven plants, the total cost of which was $70 million, but only four 
plants were in operation. 

At March 31, 1965 the Company’s operations were financed by working capital ad- 
vances of $7,500,000 from the Minister of Finance. Advances from the Defence Production 
Revolving Fund, amounting to $1,250,000, were repaid during the year. 

The following is a comparative summary of the results of operations for the last two 
years: 

Year ended March 31 


1965 1964 


Income— 
SEW: enn Seheues | AM Gr an iN 1 Oren Giierd Beutad Baron DO Od ac Or $ 7,534,000 $ 10,051,000 
Miscellaneous: pe cetetlet Se 3 ae rerre tera etn: erste en tere ree 590,000 651,000 
8,124,000 10,702,000 
Expense— 
Cost of sales, including indirect labour and other overhead 
EXPENSES ADSOrDEd ser as cn ec tah oe ete ie ek arr es 6,897,000 9,102,000 
Indirect labour and other overhead expenses not absorbed in 
CORE OL BALE). gic ars fdcn Gee wk ieee eet ee nah 0: 0 I te 4,226,000 4,763 ,000 
Plant: shut-GowiCOSUSs.a:0. er settee air biter cae hee eet 1,029,000 362,000 
Administrative experisesn.< ij-.c<one debe n ees eee oe 449 ,000 733 , 000 
12,601,000 14,960,000 


Iuxcess. Of expense OVer Incomes. «ierepaierdeicl ees Ge rere $ 4,477,000 $ 4,258,000 
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The $4,477,000 required to meet the excess of expense over income was provided by 
a parliamentary appropriation through the Department of Defence Production. 


Indirect labour and overhead expenses for the year totalled $6,900,000, compared with 
$8,688,000 for the previous year, of which $2,674,000 was included in cost of sales. It has 
been the Company’s practice to apply overhead expenses on direct labour costs at rates 
which theoretically would have absorbed all overhead expenses if all plants had been 
operating on a normal one-shift basis. The extent to which these rates were not sufficient to 
recover overhead costs, $4,226,000, is described in the above Summary as indirect labour 
and other overhead expenses not absorbed in cost of sales. 

Plant shut-down costs of $1,029,000 include the write-down of inventories, termination 
leave and other costs with respect to the sale of the explosives plant at Valleyfield, Quebec; 
expenditures incurred in the transfer and disposal of machinery and equipment and other 
costs in closing down the instrument and electronics plant at Scarborough, Ontario; and 
costs of transferring small ammunition and quick firing case line facilities to other plants 
from the Dominion Arsenal plant at Quebec City, preparatory to its closing. 


The Company had $207,000 on deposit with an insurance company at March 31, 1965 
in respect of an insurance policy which provides life, medical, surgical and other insurance 
_ benefits to employees and their dependents. The amount represents the excess of premiums 
_ over charges for claims incurred plus administrative fees charged by the insurance company. 
It is available for possible catastrophe, excessive claims or additional benefits without 
increase in premiums. During the year the amount on deposit was deemed to exceed the 
| contingency reserve requirements. Accordingly, on December 1, 1964 the sum of $200,000 
was used to pay for a single premium life insurance policy for participants in the plan who 
have been in the Company’s service for at least 77 months. Employees’ premiums and the 
_Company’s matching contribution paid in during the year amounted to $149,000, and 
Interest amounting to $19,000, calculated at approximately 5%, was credited during the 
_ year by the insurance company. 
Inventories on hand at the year-end were less by $2,370,000 or 56.6% than their level 
at March 31, 1964. The inventory reduction included write-offs of $345,000 largely due to 
the closing of the plants referred to previously. 


| 187. Canadian Broadcasting Corporation. This Corporation, established by the 
Canadian Broadcasting Act, 1936, c. 24, superseded by the Broadcasting Act, 1958, c. 22, 
(operates the national television and radio broadcasting services and also administers an 
international shortwave service on behalf of the Government of Canada. The head office 
of the Corporation is in Ottawa, with regional offices in St. John’s, Halifax, Montreal, 
Ottawa, Toronto, Winnipeg, Edmonton and Vancouver and an engineering headquarters 
in Montreal. 

In previous years, the Corporation derived its funds for both capital and operating 
Tequirements in excess of advertising revenue from grants provided by parliamentary 
appropriations. However, funds for its capital requirements for 1964-65 were provided by 
loans of $14,250,000 repayable in equal annual instalments over 20 years with interest 
payable at rates of 54% and 53% per annum (see paragraph 55). 


} 
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At March 31, 1965 the Crown’s equity in the Corporation amounted to $55,190,000 
represented by capital assets at cost of $81,566,000, less accumulated depreciation of 
$36,209,000, and working capital of $9,833,000 (including $833,000 unexpended balance of 
Government of Canada loans to finance the acquisition of capital assets). 

The following is a comparative summary of the results of operations for the last two 
years: 

Year ended March 31 


1965 1964 
Expense— 
Cost of production and distribution: 
Cost of programs, .... 55 /ehew neti Msiiea eee ae $ 79,619,000 $ 74,388,000 
Network distribution. «2.4% +s250 eles doa -iaay aia Rielle 10,727,000 10, 428,000 
Station tranSMissioN....... ees see ce nese terete cee nees 5,004,000 4,407,000 
Payments to private stations..........++++seeeeer eter eee: 4,752,000 4,927,000 
Commissions to agencies and networks.........-+++++s++5: 3,719,000 3,805,000 
103 , 821,000 97,955,000 
Operational supervision CHING a MBLC wa onion oe dotanod asee 10,317,000 9 ,067 ,000 
Selling and general administration........-.+++sseseee erent 8,459, 000 7,812,000 
Emergency broadcasting.........6+ +s scee reer recent centers 869 , 000 624,000 
Interest on loans to finance the acquisition of capital assets.... 374,000 = 
Total expense including depreciation........-+.+-+++-5 123 , 840,000 115,458,009 
Income— 
Advertising revenue, €tC........0 cece eee cree cece tee rceees 33,449,000 33,010,000 
Netiexpenses <1. Vitanc (dee ae eee te ily eae Sei eel ine $ 90,391,000 $ 82,448,000 


a — F 


The parliamentary grant “‘in respect of the net operating amount required to discharge 
the responsibilities of the national broadcasting service” for the year of $85,869,000 com- 
prising net expense of $90,391,000 shown above, less depreciation of $4,522,000 charged for 
cost ascertainment purposes, was provided by the Government of Canada under authority 
of Canadian Broadcasting Corporation Vote 1, Appropriation Act No. 10, 1964. 

The net operating amount required by the Corporation increased by $7,492,000 
from $78,377,000 for the year ended March 31, 1964 to $85,869,000 for the year ended 
March 31, 1965, an increase of 9.5% compared with $5,722,000 or 7.9% in the previous 
year. The increase in expense experienced in practically all departments was attributable 
tomany factors. Salaries and wages increased by $4,314,000 mainly due to the implementa- 
tion of wage increment provisions of collective bargaining agreements, salary increases to 
supervisory staff and the engaging of an additional 284 employees primarily to staff two 
new television stations and one new radio station. Other increases were attributed to 
additional television broadcasting hours as a result of the addition of the two new television 
stations, a general rise in radio AM and FM program broadcasting costs and in costs due 
to expanded microwave and line facilities for both radio and television. The increase of 
$439,000 in income is accounted for by a rise of $864,000 in television advertising offset by 
a decline of $384,000 in radio advertising and $41,000 in other income. 
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The overtime content of salaries and wages was $3,398,000 compared with $3,202,000 
in the previous year. Cost of programs amounting to $79,619,000 includes payments to 
employees for scheduled hours during daily or weekly tours of duty which are in excess 
of the actual hours of attendance, which we estimate amounted to $450,000 during the 
year (see paragraph 56). In addition, an estimated $150,000 was paid to employees as pre- 
mium pay for elapsed time between assigned and actual meal periods and for turn-around 
periods, being the difference between elapsed time and an established minimum period of 
12 hours from the end of one tour of duty to the commencement of the next. 


The Statement of Operations segregates Cost of Production and Distribution under 
the headings of ‘Programs without Advertising, $71,504,000” and “Programs with 
Advertising, $32,317,000”. The former comprises two types of programs, those which are 
available for advertising but which have not attracted advertising revenue, and programs 
of a public service nature which, because of Corporation policy, are not available to 
prospective advertisers. A segregation of the total cost of “Programs without Advertising” 
under these headings follows: 


Programs News and 
Available Public 
for Service 
Advertising Programs Total 
ostiot programs. 0) 20.02) Blin JNK $ 23,001,000 $ 36,214,000 $ 59,215,000 
Network. distribwtione. iss. -1 «roatcaakcr dott. - 2,606,000 5,827,000 8, 433 , 000 
iahion ArAneMissioni. <a ole Cite el. 1,328,000 2,528,000 3,856,000 


$ 26,935,000 $ 44,569,000 $ 71,504,000 


———S—S=——— 


The total cost of production and distribution of programs with advertising potential 
was therefore $59,252,000, comprising the $26,935,000 shown above and the cost of 
programs with advertising amounting to $32,317,000. As gross advertising revenue 
amounted to only $32,872,000 the difference of $26,380,000 was financed by the parliamen- 
tary grant. The recommendation of the Public Accounts Committee in its Fifth Report 1964 
that this information be disclosed more clearly in the Corporation’s annual Statement of 
Operations is considered to have been implemented by means of an explanatory footnote 
_to its financial statements. 

The following asset balances at March 31, 1965 are compared with the corresponding 
balances at March 31, 1964: 


March 31 
| 1965 1964 
Programs completed and in process of production............... $ 5,249,000 $ 4,792,000 
er gene AU Ca BE a ae sg hy. do fn tmaae sacs} axed oes 1,845,000 1,771,000 


Engineering and production supplies.................0.ee0ee0: 1,732,000 1,652,000 


$ 8,826,000 $ 8,215,000 


Programs completed and in process of production are programs recorded in advance 
of broadcast on videotape and on film for the English and French networks and represented 
an increase of $457,000 over the preceding year. 
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The balances shown in the above tabulation are after giving effect to the following 
write-offs: 


Programs completed and in process of production—abandoned and cancelled because 


of technical deficiencies, scheduling difficulties or pre-emptions...........+.++:- $ 338,000 

Film rights—expired films not telecast because of unsuitability of program content, 
technical deficiencies or pre-emptionS......... 2.6. seer r tree rere eee eee ees 85, 000 
Script rights—expired or ansuitable fs eu. dah. 2 ERM E Se COE Gaara ease: 90 , 000 
Engineering and production supplies—unusable and obsolete.........-+-+++++++05 26 , 000 
$ 539,000 


The comparable write-offs in the previous year totalled $232,000. 

Additions of $13,438,000 to fixed assets were financed to the extent of $13,417,000 out 
of the loans of $14,250,000 previously referred to and to the extent of $21,000 from proceeds | 
of sale of assets. Major capital expenditures included technical equipment, $3,473,000; 
transmitters, towers and antennae, $3,137,000; land for Place Radio-Canada, Montreal, 
$2,000,000; transmitter buildings, radio studios, etc., $1,913,000 and construction in) 
progress, $1,814,000, mainly for Place Radio-Canada and studios and offices in St. John’s 
and Quebec City. 

Capital assets in the amount of $81,566,000 include the sum of $8,942,000 expended 
during the last six years in connection with the planned consolidation of facilities in 
Toronto, Montreal and Ottawa. The present estimate of the cost of future consolidation 
of facilities for the Corporation is $127,842,000, shown below by locations, of which, sub- 
ject to the provision of funds by Parliament, approximately $4,366,000 will be expended 
during the year ending March 31, 1966 and $123,476,000 during subsequent years: 


I Gay chet ee ee ne te Cor ee erin ESC uo oc Oo oT Goo OME $ 56,726,000 
015101 (6 eS ne al ee DAD) Ws os Bute in NA he Liner e oldinig owIoge'S aid wctbten 39,194,000 
PPPAITIOS ne eee errs Me re a or Makerere neta meen es ese een 10,000, 000 
Bribish® Columbia. eee ee ee ate eee ore ore seer ete Cann aR eom en Eee 8,700,000 
iN Gran oi ous Pe AE Re a i te Mie nara a erica mo aad AKG ol Sibscc tno 7,000,000 


Ota WR oh ee re cane ren ee Irn e SheBeg Pomrrromane 6, 222,000 


$ 127,842,000 


In our reports to management for the last three years we have referred to the Corpora- 
tion’s physical inventory of its capital assets and the uncompleted reconciliation with the 
accounting records. This undertaking, begun in 1962, is now scheduled for completion by 
the Corporation in 1966. 


We also examined the accounts and financial statements of the CBC Pension Board 
of Trustees and reported separately to the Trustees under date of June 4, 1965. An 
actuarial examination of the CBC Pension Plan as at March 31, 1964 indicated a possible 
actuarial deficiency in respect of future benefits payable of $6,682,000 or about 6.7% of the 
$100 million actuarial value. The Trustees recommended to the Corporation that ne 
action be taken until the further analysis being made in June 1965 was completed and the 
effect of integration with the Canada Pension Plan was determined. 
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In our previous Reports we have made reference to the need for an independent study 
of the size, complexity and cost of the Corporation’s organizational structure. The subject 
was discussed by the Standing Committee on Public Accounts of the House of Commons 
at meetings held on July 2 and 7, 1964 when this Committee was examining the Corpora- 
tion’s accounts for its 1962 and 1963 financial years. As a result of the discussions which 
took place at these meetings, the Public Accounts Committee made the following recom- 
mendations in its Fifth Report 1964: 


1. Annual report of the Corporation 


The Committee recommended that the President and Board of Directors of the 
Corporation take steps to improve the contents of the Corporation’s annual report by 
including therein Supplementary financial information concerning its operating and 
capital budgets and expenditures, for the purpose of providing additional information 
to Parliament and the public. 


2. Statement of Operations 


The Committee recommended that the President and the Board of Directors 
realign the format of the annual Statement of Operations of the Corporation in a manner 
designed to show separately in future for each fiscal year (1) the cost of programs pro- 
duced without advertising but which were available for sale, and (2) the gross profit 
or loss derived from the sale of advertising from all sources. 


3. Size of operating and capital requirements 


The Committee expressed concern at the levels the Corporation’s spending on 
operating and capital accounts has reached since television was first introduced into 
the national service in 1955. It commended consideration of this problem as one of the 
primary and immediate objectives of the Advisory Committee on Broadcasting, for- 
mation of which was announced by the government on May 25, 1964. 


4. Authority of Comptroller over regional accountants 


The Committee was disturbed to learn that the authority of the Comptroller over 
the accounting staffs at the regional centres of the Corporation across Canada is not 
clearly defined and expressed agreement with the view of the Auditor General that the 
regional accountants should be responsible directly to the Comptroller at head office 
in the interests of effective internal financial control. The Committee expressed the 
opinion that a clear definition of this responsibility is overdue and was pleased to be 
advised by the President that it will receive early attention. It requested the Auditor 
General to advise the Committee when this matter has been settled to his satisfaction. 


5. Report of the Royal Commission on Government Organization 


The Committee recommended that the Secretary of State table an official memor- 
andum in the House presenting the Corporation’s views and its replies to each of the 
matters dealt with by the Royal Commission in its Report 19 and that this be done 
before the estimates of the Corporation are considered by the House. 


With respect to the Committee’s first recommendation, the Corporation has provided 
More detailed information in its 1965 annual report and we believe that this should 
commend itself to the Members of the House of Commons. The Committee’s second 
recommendation, as explained earlier, was likewise implemented by the Corporation when 
preparing its Statement of Operations for inclusion with its financial statements in its 1965 
annual report. 


130 AUDITOR GENERAL’S REPORT 


The third recommendation was dealt with by the Advisory Committee on Broadcasting 
in its report to the Secretary of State made public on September 9, 1965. The fourth 
recommendation concerning the authority of the Comptroller over the regional account- 
ants was resolved by an executive directive issued by the President on December 17, 1964 
promoting the Comptroller to Vice-President, Finance and he now has effective control 
and supervision over the regional accountants across the country. 


The fifth recommendation has not yet been implemented in the manner requested by 
the Public Accounts Committee (see Appendix 1, item 14). The Advisory Committee on 
Broadcasting, in commenting on the Royal Commission’s studies at length in Chapter 8 of 
its report, was furnished by the Corporation with a 118-page memorandum on its views of 
Report 19. Presumably this memorandum will be available for tabling in the House in 
response to the request made by the Public Accounts Committee and will provide the 
information sought by that Committee. 


188. Canadian Commercial Corporation. This Corporation which was established in 
1946 by the Canadian Commercial Corporation Act, R.S., ¢. 35, provides procurement 
services in Canada for the governments of other countries and for international organiza- 
tions. The Corporation’s main customer is the United States Government. During the 
year $161 million was expended by the Corporation on behalf of its customers as compared 
with $217 million in the preceding year. 

The equity of the Government of Canada in the Corporation as at March 31, 1965, 
amounted to $3,875,000 consisting of $3,500,000 working capital advances, $150,000 reserve 
for United States exchange, and $225,000 reserve for contingencies. 

A comparative summary of the Corporation’s operations for the last two years 
follows: 


Year ended March 31 


1965 1964 

Income— 
Purchase surchargess << i. ad ny s Stes span see Pe pisces $ 100,000 $ 145,000 
Trterest Carne «cds so5.c4s<see was «Gee cnn ae eens oe repens 98,000 133 ,000 

Othersmeome. seis. oe ss Pew ee nie eee ak 7,000 — 

205 , 000 278,000 

Expense— 
SRP AIIGG caer ota oss ESP  detesks o>: astern eee Ge eee matt a ER ean 67 ,000 444,000 
Other expense oh su apt hae eho siees emee See e 4,000 137 ,000 
71,000 581,000 
Net proft®(loss) 261. Bl ee oe $ 134,000 $ (303,000) 


In previous Reports we have noted that the Department of Defence Production has 
been providing purchasing and accounting services free of charge to the Corporation. 
With the implementation of the Board of Directors’ decision that the management and 
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staff should be provided by the Department of Defence Production and the functions of 
the Corporation transferred to and performed by the Department, the provision of free 
services has reached the point where, since July 1, 1964, the administrative expenses paid 
by the Corporation comprise only the salaries of the President and his secretary together 
with some minor expenses, all other expenses being charged to Department of Defence 
Production Vote 1. As a result the Corporation’s operations show a net profit of $134,000 
for the year compared with a net loss of $303,000 for the preceding year. 


When approving the Corporation’s budget for 1964-65 the Minister of Finance 
suggested that periodic payments of surplus earnings be made by the Corporation into the 
Consolidated Revenue Fund in accordance with section 81(3) of the Financial Administra- 
tion Act. However, the Directors were of the opinion that, before doing this, a reserve for 
contingencies should be created to cover possible losses falling on the Corporation in 
respect of contracts with the United States and other governments. The Minister of 
Finance and Minister of Industry agreed to the creation of a reserve for contingencies in 
the amount of $225,000 and directed the Corporation to transfer this amount from surplus 
earnings. 

Since the Corporation has been charged with only a small portion of its actual expenses, 
the year’s net profit of $134,000 does not in our view represent earnings or surplus which 
_Inay be used to create a reserve for contingencies. 


189. Canadian Corporation for the 1967 World Exhibition. This Corporation was 
_ established under the Canadian Corporation for the 1967 World Exhibition Act, 1962-63, 
| c. 12, as amended by 1963, c. 32, for the purposes of planning, organizing, holding and 
administering the International and Universal Exhibition to be held in Montreal in 1967 
in connection with the celebration of the Centennial of Confederation in Canada. An Act 
respecting the Canadian World Exhibition, passed by the Quebec Legislature in 1963, 
| provides authority for the Province of Quebec and the City of Montreal to share with 
_the Government of Canada in the financing of the Corporation. 


The Corporation consists of a Commissioner General, a Deputy Commissioner General 
and fourteen other directors appointed by the Governor in Council, seven of whom are 
appointed on the recommendation of the Lieutenant-Governor in Council of the Province 
Of Quebec. 
| Section 17 of the Act requires that the accounts and financial transactions of the 
Corporation shall be audited by the Auditor General of Canada and the Quebec Provincial 
Auditor. The auditors are to report annually in a manner similar to that required by the 
‘Financial Administration Act in respect of other Crown corporations. 

An agreement was concluded on January 18, 1963 between Canada, the Province of 

Quebec and the City of Montreal confirming their acceptance of the legislation establishing 
and governing the Corporation, and outlining certain ‘“‘settlements’”’ between the Corpora- 
tion and the three governments to be concluded after the closing of the Exhibition. As the 
latter would appear to be couched in general terms, it has been suggested to the manage- 


. ° . 
ment that, in order to avoid complications in the ultimate interpretation of the relevant 
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clauses, the Corporation’s legal officers should discuss these matters with the federal and 
provincial government departments concerned with a view to having the exact intent of 
the agreement more precisely stated. 


Section 8 of the Canadian Corporation for the 1967 World Exhibition Act provides 
that the Corporation shall submit a plan of organization to the Governor in Council and 
the Lieutenant-Governor in Council for approval, showing the number of officers and 
employees estimated to be required for the proper conduct of the business of the Corpora- 
tion, the proposed classes of positions and rates of compensation for each class and that 


the Corporation shall not employ an officer or employee except in accordance with the plan 
of organization so approved. 


The initial plan of organization was submitted and approved in April 1963, providing 
for a total establishment of 79 positions for 1963. A number of revised plans of organization 
have subsequently been submitted and approved providing for substantial increases in the 
establishment. The number of authorized positions as at December 31, 1964 was 540, the 
actual staff strength at that date being 489. The current revised plan of organization, 
approved by the Governor in Council on February 25, 1965, provides for progressive 
‘ncreases in the staff establishment up to a total of 997 positions by the end of 1965. The 
approval of the Lieutenant-Governor in Council has been received in respect of a portion 
of the plan covering the first half of 1965. 


Under section 10 of the federal Act, the Corporation was required to “submit for the 
approval of the Governor in Council and the Lieutenant-Governor in Council, its overall 
plan for the Exhibition, setting forth the various undertakings and projects proposed by 
the Corporation in connection with the planning, organizing, holding and administering 
of the Exhibition, the estimated cost of each such undertaking or project and an estimate 
of the total capital costs and operating costs of the Corporation in respect of the 
Exhibition”’. 

Any material changes in the plan, including estimates of costs, are to be submitted to 
the Governor in Council and the Lieutenant-Governor in Council for approval, and the 
Corporation may not initiate any undertaking or project, expend any money thereon or 
incur any liability therefor unless that undertaking or project is included in the approved 
overall plan or modification thereof. 


The first overall plan was submitted on December 20, 1963, and was approved by the 
Governor in Council and the Lieutenant-Governor in Council, showing an estimated net 
cost to the Corporation of $47,534,000. A revised plan was submitted early in 1965 and 
was approved by the Governor in Council and the Lieutenant-Governor in Council, 
increasing the estimated net cost to the Corporation to $63,864,000. A subsequent revised 
plan was approved by the Governor in Council on August 18, 1965 (P.C. 1965-1494) and 
by the Lieutenant-Governor in Council on August 25, 1965 (Order in Council No. 1677). 
The cost summary included in this current overall plan shows an estimated net cost to 
the Corporation of $61,581,000, made up as follows: 
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Bepes eser eose rea rela to. AWA aI Wate ho $ 147,797,000 

Dberabiie aud iadnithintration costa tows 4aw Wei hess ls... ). es. 102,907,000 
250,704,000 

OMEGA TG ESIC SS EAS rr $ 123,999,000 

SG SEh acre terse fy soba A th aA Ma Lo LO 9,085,000 

Br sees ee some Ae ge Set Ladies 56,039,000 189,123,000 


pir MEE citar eine aH S94 ce crs crv canis decashboncinre, $ 61,581,000 


Under the authority of the federal and provincial legislation, the activities of the 
Corporation are financed by funds provided by Canada, the Province of Quebec and the 
City of Montreal, and the aggregate of the grants made by the three governments must 
not exceed $20 million, $15 million, and $5 million respectively. In this connection reference 
is made to paragraph 57 of this Report. 


Section 12 of the federal Act provides that the Corporation, with the approval of the 
Minister of Finance and the Minister of Finance of Quebec, may borrow money for the 


| purposes for which it is incorporated on the security of notes, bonds or debentures of the 


Corporation. Such notes, bonds or debentures are to be issued at such rates of interest and 
| subject to such other terms and conditions as may be approved by the Governor in Council 
| and the Lieutenant-Governor in Council, and are to be jointly guaranteed by Canada and 
Quebec. In addition, subsection (5) of section 12 provides that the Corporation may borrow 
‘Money from the Minister of Finance for temporary purposes and the Minister of Finance, 
with the approval of the Governor in Council and subject to such terms and conditions as 
‘the Governor in Council may prescribe, may lend money to the Corporation for such 
‘purposes out of the Consolidated Revenue Fund, but the aggregate of all amounts loaned 
‘to the Corporation under this subsection and outstanding at any time shall not exceed $1 
‘million, 

| The financial statements of the Corporation for the year ended December 31, 1964 
showed that the grants made by the three governments in respect of 1963 and 1964 totalled 
$18,878,000, of which the Government of Canada contributed $9,439,000, the Government 
‘of the Province of Quebec, $7,079,000 and the City of Montreal, $2,360,000. The 1964 
report of the joint auditors, made in compliance with section 17 of the Canadian Corpora- 
tion for the 1967 World Exhibition Act, drew attention to the fact that the sum of the 
grants received by the Corporation from the participating governments ($18,878,000 as 
shown above) and the outstanding commitments under major contracts entered into prior 
to the year-end (approximately $26,000,000) exceeded the sum of the statutory amounts 
($40 million) which could be paid by the participating governments under the existing 
‘egislation. 


| Arrangements have since been concluded by the Corporation to borrow funds from 


‘he Minister of Finance to meet its future corporate needs. Vote L26b of the Supplementary 
dstimates for 1965-66, seven-twelfths of which was approved by Appropriation Act No. 
}, 1965, assented to on June 30, 1965, reads: 
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L26b—To provide for the purchase, acquisition, and holding by the Minister of Finance of 
securities issued by the Canadian Corporation for the 1967 World Exhibition 
pursuant to subsection (1) of section 12 of the Canadian Corporation for the 1967 
World Exhibition Act and to subsequently dispose thereol, occ oe $80,000,000. 


Section 15 of the Canadian Corporation for the 1967 World Exhibition Act requires 
that the Corporation submit a capital budget and an operating budget annually to the 
Minister designated to act as the Minister for the Exhibition and to the Minister of 
Industry and Commerce for the Government of the Province of Quebec for their approval 
and for the approval of the Minister of Finance and the Minister of Finance of Quebec, and 
the capital budget so approved shall be laid by the first-mentioned Minister before Parlia- 
ment. The approved revised capital budget for 1964 provided for an estimated cash require- 
ment during the year of $21,235,000. The actual outlays during the year amounted to 
$11,541,000, summarized below in comparison with the expenditures for the preceding 


year: 
Year ended December 31 
1964 1963 

Site preparation.) w).o.n5 +2 eoneh sae ese een ey ana ene $ 676 , 000 $ = 

Roads\and bridges... 0s oak eee) eal ie ie cri e 7,134,000 — 

Ultilitiessdck). oees eiikii ods ohh PR Se ener era era 693 , 000 —_ 

Landscape development... ...55- 6 css rere test eee eee sree 251,000 == 

Parking lots, ss ioxdiss ois Gioke oset OP 5 Riga sah aerate ieee eee 61,000 = 

Buildings and special structures...........+++eeeeeee resets 1,749,000 — 

Maastransit syetenud sles sites eet ore ee ne nema 371,000 —_ 

Temporary construction facilities............++see reese reece 37,000 _ 
Special engineering studies..........6- eee eeee eee e ester eeeces 135,000 289 ,000 
Office furniture and equipment and leasehold improvements..... 434,000 246 , 000 
$ 11,541,000 $ 535,000 


OO 


The substantial difference between the amount budgeted and the actual expenditure 
for the year was due mainly to low tenders for certain projects, changes in planning, un- 
required contingencies included in the budget and certain projects connected with under- 
ground services being behind schedule. Regarding the latter, the Corporation’s officers 
were satisfied that while these projects were not started as early as expected, they were 
meeting the basic objective of being placed ahead of building construction on the site. 


The $11,853,000 Capital and Prepaid Development Costs appearing in the Corpora 
tion’s Balance Sheet as at December 31, 1964 consists of the $12,076,000 total expenditures 
for the two years, shown above, less $223,000 amortization and depreciation provided and 
included in the operating costs for the two years. This amount of $11,853,000 represents 
the proprietorship equity of the three governments at December 31, 1964. 
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The revised operating budget for 1964, approved by the Minister of Finance and 
the Minister of Finance of Quebec, amounted to $6,776,000. The net operating costs for 
the year, including amortization and depreciation, totalled $6,063,000, and are summarized 
in comparison with the expenses for the preceding year, as follows: 


Year ended December 31 


1964 1963 
Personnel expenses— 
Salaries and employee benefits....... ORO Coes eee eee $ 3,387,000 $ 373,000 
HEAVEN ARC FODICRONtAGON 2a c.as wee se sy css creel. 294, 000 81,000 
Recruitment and relocation of personnel..................... 78, 000 16,000 
OIOUiO LS Tenis Maia Wh ene rmere moyenne briny exten 54,000 2,000 
3,813,000 472,000 
Administrative expenses— 
ecu, WCU BOT DOWEP ca he na de eae 329,000 59,000 
Postage, telephone and telegraph........................... 134,000 28 , 000 
Office stationery and supplies... 4... << 6.5 cscs neneoun’oe oc, 96 , 000 24,000 
PEUMOISPALIVE BOTVICER op os vis es «os tee hoes... 72,000 39,000 
SE ORICES ET ORK N  AGh AE Meets i ee AY 55,000 13,000 
Office furniture and equipment rental and maintenance....... 50, 000 7,000 
rae liomteg aero iat: MO welt) INT eta in 47 ,000 4,000 
Architectural and engineering supplies....................... 41,000 7,000 
CAO ee i oe a es Pe FS hat ee 33,000 8,000 
Directors’ expenses and Executive Committee fees and expenses 22,000 18,000 
DICRUANCOMAee NT, SECM Te Ti ee ke eres 46,000 1,000 
925,000 208, 000 
Advisory Committee’s travel and subsistence BXPENSES 0," 5 He 65,000 8,000 
Other expenses— 
Movetising and piblictivirs..idse dP osidaws! Sel. Pek Aaarhores 934,000 87,000 
Consultants’ fees and expenses...............0.0.0-000--05. 165 , 000 131,000 
SUL ULSE CEN 9 A a a I 27,000 — 
1,126,000 218,000 
MOmbaperaiang expenses... ¢cln.ccuen co ae 5,929,000 906 , 000 
Amortization and depreciation— 
Amortization of leasehold improvements..................... 123 , 000 45,000 
Depreciation of furniture and equipment.................... 41,000 14,000 
164,000 59,000 
6,093 , 000 965 , 000 
arene auterest earned’ fe). 5. 02. DOORS WW uote 30,000 3,000 
Bim uermIne CUMS Naruse fe, Se LUM BO) oe OL) Be Tiiae $ 6,063,000 $ 962,000 


In our 1964 Report to the House of Commons, mention was made of certain trans- 
"actions and practices originating in the closing months of the year 1963 which in the 
Opinion of the joint auditors were inconsistent with those usually followed by Crown 
corporations and government agencies in similar circumstances. They were discussed in 
detail at that time with both the Commissioner General and the Deputy Commissioner 
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General who advised us that they considered the expenditures to be necessary. In accepting 
their explanations at that time, the auditors advised the management that further comment 
on the transactions and practices in question would be deferred until the completion of 
the examination of the Corporation’s accounts for the 1964 fiscal year. 

The examination of the 1964 accounts disclosed the continued existence of these 
practices accompanied by a substantial increase in their cost to the Corporation. Accord- 
ingly, when meeting with the Board of Directors in March 1965 to review the Corporation’s 
financial statements for the year 1964, the joint auditors placed their views on the trans- 
actions and practices in question before the Board, pointing out that the practices continued 
unchanged from the previous year, and indicating that however justifiable and prevalent 
such expenditures may be in private enterprise, payment of such costs from public funds 
was open to question. The members of the Board were advised that federal and provincial 
government departments, Crown corporations and other government agencies are not 
permitted to incur such costs as a general practice. Brief details of these practices and their 
cost to the Corporation up to December 31, 1964 are as follows: 


(1) At December 31, 1963 the Corporation had entered into one-year contracts for the 
rental of 15 cars for the use of senior officers and employees on a basis whereby each 
officer would pay $30 per month for his personal use of the car with the Corporation 
bearing all rental and fuel costs. Total expense for the Corporation during the year 
ended December 31, 1963 amounted to $2,000. During 1964, the number of automobiles 
under rental increased to 33 with the total expense to the Corporation for the year 
amounting to $54,000, made up of rental payments, parking costs and gasoline. 


(2) Last year the attention of management was drawn to relocation expenses involving 
payment of substantial moving, hotel and living expenses to several newly appointed 
senior officers and employees over extended periods pending relocation in new homes. 
We pointed out to management that in many cases relocation costs of this nature would 
not have qualified for payment under the regulations laid down by the federal or provin- 
cial Treasury Boards. The cost to the Corporation during the year ended December 31, 
1963 amounted to $9,000 involving reimbursement to eight newly appointed senior 
officers and employees, while for the year ended December 31, 1964 these costs amounted 
to $69,000 and involved reimbursement to 55 newly appointed officers. 


(3) During 1963 twelve of the Corporation’s senior officers were insured by the Corporation 
under a special insurance policy, the Corporation paying premiums at the rate of $95 
per annum for each principal sum of $100,000 insured. In all cases the beneficiaries 
named were and remain the estates or dependents of the insured officers. The cost of 
this insurance to the Corporation in 1963 was $800. The same arrangement has continued 
through 1964 under a new policy at a rate of $72 per annum for each principal sum of 
$100,000 insured. At the close of the year, 48 of the Corporation’s officers were so insured 
at an annual cost to the Corporation of $2,800. 


(4) The approved plans of organization show the number of officers and employees required, 
the proposed classes of positions and a salary range for each such class established with 
the approval of the federal and provincial Treasury Boards and the Civil Service 
Commission of Canada. Our review of appointments made by the Corporation indicated 
that in the case of many appointments to senior positions, initial or starting salaries had 
been paid at rates higher than the established minimum rates, and in certain cases the 
maximum rates had been paid immediately on appointment at some of the most senior 
levels. In a number of instances promotions had been given in 1963 to senior officers 
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within six months of their appointments, and a large number of officers in receipt of 
salaries of $10,000 per annum or more had received increases in 1964 ranging from 10% 
to 50%, the increases in three cases being over 51% with one as high as 92%. 


In the meeting referred to, the joint auditors expressed to the Board the hope that 
action might be taken toward eliminating or otherwise reducing the costs involved in the 
above described practices. The Deputy Commissioner General and the General Manager 
furnished reasons to the meeting why in their opinion the practices in question had been 
and continued to be justifiable, citing the exceptional circumstances under which the 
Corporation had been organized and is operating today. 

Several members of the Board pointed out that as most of the senior posts had been 
filled, costs of relocating new personnel as well as most of the major salary adjustments 
were now completed. The view was expressed, however, that there should be no barrier to 
prevent any changes being made in the practices criticized, and assurance was given by 
the members of the Board that greater vigilance would be exercised in checking such 
practices and their costs in future. 


190. Canadian National (West I ndies) Steamships, Limited. The active operations of 
this Company ceased in 1958 on the sale of its fleet of eight vessels to Cuban interests. 

The Crown’s equity in the Company at December 31, 1964 amounted to $542,000, 
represented by cash, $86,000, and balance due under agreement of sale of vessels, $470,000, 
less liability in respect of unclaimed matured bonds of $14,000. During the year the Com- 
pany received $48,000 in war claims, earned bank interest of $1,200 and expended $1,600 
on legal expenses. 

The balance due under agreement of sale of vessels represented the final instalment, 
due August 19, 1963, under terms of letter of credit confirmed by the Bank of America. 
Payment has continued to be prohibited by the Cuban Assets Control Regulations of the 
_ United States of America dated July 8, 1963, despite efforts of management to obtain 
release of the funds. 


191. Canadian Overseas Telecommunication Corporation. The objects of this Corpora- 
| tion, established in 1949 by the Canadian Overseas Telecommunication Corporation Act, 
_RS., c. 42, are to establish, maintain and operate external telecommunication services 
generally, and to co-ordinate Canada’s external telecommunication services with those of 
other nations. To these ends the Corporation, in 1950, acquired the Canadian external 

telecommunication facilities of Cable and Wireless Limited and Canadian Marconi Com- 
_ pany Limited, which provided cable and radio-telegraph circuits between Canada and 
Britain, Australia, New Zealand, New York and St. Pierre and Miquelon, and radio- 
telephone services to Britain and the West Indies. Since 1950 the Corporation has developed 
or participated with Commonwealth partners and other nations in the development of 
“Major extensions of and additions to the Canadian international telecommunication 
| facilities and systems. In line with this policy, the Commonwealth Pacific Cable System, 
_& multi-channel, multi-purpose cable between Canada and New Zealand and Australia, 
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was completed in December 1963 and an extension thereof into South-East Asia linking 
points at New Guinea, Guam, Hong Kong, Sabah and Singapore is expected to be com- 
pleted and become fully operative by the beginning of 1967. The Corporation made its 
initial capital contribution in 1964-65 as a participant in the establishment of a global 
commercial communications satellite system. 

The equity of the Crown in the Corporation amounted to $67,593,000 at March 31, 
1965, an increase of $1,814,000 over the equity at the end of the previous year, and consisted 
of advances of $55,054,000 for capital purposes and a surplus of $12,539,000. 

The capital requirements of the Corporation are financed in part by loans provided by 
parliamentary appropriations, with the balance provided out of accumulated earnings. 
The Corporation repaid $2,408,000 on advances received in previous years and in March 
1965 received a further $2,000,000 for capital purposes. Capital additions amounted to 
$6,483,000. At March 31, 1965 the estimated cost of completing approved capital projects 
was $30,930,000 of which $18,700,000 relates to the year ending March 31, 1966. 

The following is a summary of the income and expense of the Corporation for the past 
two years: 

Year ended March 31 


1965 1964 


Income— 
Telephone, telegraph, telex, circuit TENtalsweuCas eseyteaere hele $ 15,355,000 $ 14,278,000 
Expense— 
Salaries, wages and employee benefits............+++e+e5+-+ 3,613,000 3,105,000 
Depreciation s:. 05.01. sie paced eines lay ures ape tinu eo ieee 4,016,000 2,855,000 
Rental of cireulta; Cte deen ca coe ree oe ee eas © aeeaonatene 1,894,000 1,996,000 
Tnterest sce) shia alee eased ee seed = Reem te a eo Bree e 2,604,000 1,687,000 
Operation, maintenance and repairs—buildings, plant and 
BOUMGIOENE cose exons as nyse ics ws pele ete oe lel ee 1,832,000 1,126,000 
622) nA peng eee diy oo enim inmate BG cao 0 Sire 673 ,000 575,000 
14,632,000 11,344,000 
Less: Estimated amount recoverable from Commonwealth Net- 
WOT Ker erie teas nications GIR SRR OL oe eon) oe aera mente eas 3,699,000 1,817,000 
10,933,000 9,527,000 
Profit before income'taxs),.(.0..6) be wc rose ta een eee 4,422,000 4,751,000 
Provisiondor Income taxs. jeans ceo: ce ie eet rr der 2,201,000 2,365,000 
INGE OUD: cal ee ance sna ova ssh Ome Pai & ateteteae ate eee ere elena $ 2,221,000 $ 2,386,000 


Income increased by $1,077,000 or approximately 8% over that of the previous year, 
compared with an increase of 16% recorded last year. The increased revenue included 
increases in telephone, telegraph and telex revenue of approximately $2,220,000 offset in 
part by a substantial drop in circuit rental revenue as a result of the completion by other 
operators of alternative trans-Atlantic cables. Expenses increased by $3,288,000 or 29% 
over the previous year, due largely to considerably higher interest charges against 
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operations together with the cost of operating and maintaining substantial newly-completed 
plant and equipment. There was a consequent increase in the estimated amount recoverable 
from the Commonwealth Network of $1,882,000. 

In the course of our examination we drew the attention of management to a number of 
progress payments totalling $1,745,000 for the Corporation’s share of capital expenditures 
incurred by partners relating to one of the major cable projects. These were individually 
in excess of $50,000 and did not have the approval of the Governor in Council as is required 
by section 8 of the Canadian Overseas Telecommunication Corporation Act, although the 
Corporation had been notified by the Department of Transport that the total estimated 
cost of the project concerned had received Cabinet approval. It was also noted that dis- 
bursements of $343,000 for the leasing of additional circuits as a result of emergency 
conditions caused by cable breaks had not been approved by the Governor in Council. We 
were informed that the Corporation is presently seeking this approval. 


192. Canadian Patents and Development Limited. Section 17 of the Research Council 
Act, R.S., ¢.239, provides for the incorporation of one or more companies by the National 
Research Council for the purpose of exercising certain of the powers conferred upon the 
Council. Under this authority Canadian Patents and Development Limited was incorpora- 
ted in 1947 under the Companies Act, 1934, R.S., c. 53, for the purpose of making available 
to industry, through licensing arrangements, the inventions and new processes developed 
by the Council. The services of the Company, which is located at Ottawa, are available to 
government departments, publicly supported institutions and universities. 

At March 31, 1965 the Crown’s equity in the Company was $1,186,000, comprising 
capital stock of $296,000 and surplus of $890,000. 

The following summary shows the results of the Company’s operations for the year 


ended March 31, 1965 compared with the preceding year: 
Year ended March 31 


1965 1964 

Income— 

Browarties, licensing. fees, C66... .. 5 wuss dec «cscs coe sceccce can $ 397,000 $ 376,000 
Less: Costs of licensing rights and related technical assistance, 

EID i vd UR SSP 0 re NR 35,000 25,000 
362,000 351,000 
Pier mncoiie.. COU NA oe. ye MME SI ee, oe, 49 ,000 41,000 
411,000 392,000 

Expense— 
Promotion-and! developmente. .: cews'e oeiee oh bossa dec nce 50,000 103,000 
Services provided by National Research Council.............. 48 ,000 42,000 
Patent attorneys’ fees and other patenting costs.............. 44,000 38,000 
ee eormer ey RMere ot, eeerey MT a ie yt at 31,000 29,000 
CY SCSES SUC ONS 9 tha geentehtet. ahd epee a A alae aan ee aa 17,000 15,000 
Pen canaeeasiity, Mah LEHI) LCL etfs 4,000 16,000 
194,000 243 ,000 


Biota ir been. ge: crel tert tiie, soba dit die cel Powel cwird 4 oho dow $ 217,000 $ 149,000 
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The increased income from royalties, licensing fees, etc., is largely attributable to four 
inventions, while there was a substantial reduction in royalties received on one other 
invention. The increase in the cost of licensing rights and related technical assistance, etc., 
was mainly due to an increase in royalties payable under an agreement with a university. 


The decrease in the cost of promotion and development is mainly attributable to the 
completion of a large development contract, with no contract comparable in size being 
entered into during the year. Outstanding commitments on development contracts 
amounted to approximately $25,000 at March 31, 1965. 


The increased cost of patent attorneys’ fees and other patenting costs resulted from 
a general growth of activities related to the procurement of patents. The decrease in 
other expenses is chiefly accounted for by a substantial drop in legal fees and travel ex- 
penses. 


193. Centennial Commission. The Centennial Commission was established by the 
Centennial of Canadian Confederation Act, 1960-61, c.60, as amended by 1963, c.36, to 
promote interest in, and to plan and implement programs and projects relating to the 
Centennial of Confederation in Canada. The Commission, with its head office in Ottawa, 
consists of 2 Commissioner, an Associate Commissioner and twelve Directors, all appointed 
by the Governor in Council. 


The following is a comparative summary of expenses for the past two years and 
cumulative figures since the establishment of the Commission: 


Cumulative 


Year ended March 31 from 
—_ September 
1965 1964 29, 1961 
Programs and projects of national significance.$ 2,439,000 $ 1,495,000 $ 4,208,000 
Grants to provinces for approved projects of 
lasting matures: seus. a cab eaeeem coe 976,000 976 , 000 
Administrative expenses: 
Salaries and employee benefits............. 494 ,000 272,000 774,000 
Professional and special services...........+. 90,000 45 ,000 135,000 
"Tera viel en sayin eh ete ge ol ore eee esr 70,000 34,000 106,000 
Informational programs and publications.... 67,000 8,000 75 ,000 
Accommodations heen ian eee ee: 37,000 25,000 62,000 
OCD ORS sshd Kc eo See COE 104, 000 64,000 180,000 
862,000 448 ,000 1,332,000 
Potalespenses. 9.8.40 maw arsay tae eG $ $ 1,943,000 $ 6,516,000 


4,277,000 


Expenditures of $2,439,000 on programs and projects of national significance were 
provided for by a parliamentary appropriation. These expenditures include $863,000 paid 
to the Fathers of Confederation Memorial Citizens Foundation as the federal Government’s 
1964-65 contribution toward the construction of the Fathers of Confederation Memorial 
Building at Charlottetown, P.E.I. The Centennial Commission and various provincial 
governments are sharing the cost of this building equally, with the contribution of the 
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Commission limited to $2,800,000. To March 31, 1965 the Commission’s contributions to 
this project totalled $2,419,000. Outlays to March 31, 1965 also included preliminary and 
excavation costs of $708,000 for the Canadian Centre for Performing Arts in Ottawa (now 
National Arts Centre). 

Section 10 of the Act directs that there shall be a special account in the Consolidated 
Revenue Fund to be known as the Centennial of Confederation Fund, to which shall be 
credited amounts appropriated by Parliament for purposes of the Fund. At the end of the 
previous year a balance of $3,000,000 was held by the Minister of Finance at the credit of 
the Fund and was available for grants to the provinces for approved projects of a lasting 
nature. During the year $4,000,000 was added to the Fund and grants aggregating $976,000 
were made to the provinces. A balance of $6,024,000 remained in the Fund on March 
31, 1965. 

Administrative expenses were provided for to the extent of $819,000 by a parliamen- 
tary appropriation, and accommodation and accounting services having an estimated cost 
of $43,000 were provided without charge by departments of the Government of Canada. 


194. Cornwall International Bridge Company Limited. The shares of this Company 
are owned equally by The St. Lawrence Seaway Authority and the Saint Lawrence Sea- 
way Development Corporation (a United States Government corporation). 

The Company has been in process of winding up since July 3, 1962, when it ceased to 
operate the toll bridge system across the St. Lawrence River between Cornwall, Ontario, 
and Rooseveltown, New York. The toll bridge system is now operated by The Seaway 
International Bridge Corporation, Ltd., a subsidiary of The St. Lawrence Seaway 
Authority. 

The equity of the Seaway entities in the Company at September 30, 1964 consisted 
of capital stock of $50,000 less a deficit of $9,000. 

During the year ended September 30, 1964, the Company transferred free of charge 
to the Town of Massena, New York, a bridge over the Racquette River, a road serving 
the bridge, and land for the road allowance. The remaining parcels of land owned by 
the Company have been offered for sale. 


195. Crown Assets Disposal Corporation. This Corporation, originally established as 
the War Assets Corporation in 1944 by the Surplus Crown Assets Act, R.S., ¢. 260, re- 
ceived its present name by a 1949 amendment to that Act. With certain specified excep- 
tions, the Corporation is responsible for the disposal of the surplus assets of all Govern- 
ment departments and most of the Crown corporations and agencies. The Corporation 
has entered into agreements with Britain and the United States whereby it also disposes 

of surplus property held by them in Canada. The head office of the Corporation is in 
| Ottawa, with sales offices in a number of cities across Canada. 

| As has been the case for a number of years, the Corporation was authorized for the 
1964-65 year to retain 4% of the net proceeds of sales of lands and buildings and of interest 
on long-term sales agreements and 10% of the net proceeds of all other sales to meet its 
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administrative and other expenses. A summary of the Corporation’s income and expense 
for the year together with comparable figures for the preceding year follows: 


Year ended March 31 


1965 1964 
Income— 
Portion retainable by the Corporation from net sales and other 
{ViCOMOCATHOG sx «os sul OAs oa a lore tia ois es $ 1,349,000 $ 832,000 
Expense— 
alaTiGe: 2s, «cule sata eis nds mente Spee aoe male: oe re ae 496 ,000 453 , 000 
BT 1 eR ea ay ios east Cog as Mee erences 55,000 55,000 
Employees’ welfare benefits..........-.++s-ses reer setters 48 ,000 43 ,000 
Printing, stationery and office supplies.......-.+-+-++-++-5+5 31,000 24,000 
Telephone, telegraph and postage.......--- sess sere eee e rere 27 ,000 23 ,000 
Net depreciated cost at March 31, 1964 of office furniture and 
equipment, etc., written off...........6.-- 0s eer entrees 21,000 — 
Legal and advertising. ..........0.-es cess cca ene ence eens 15,000 5,000 
A a7 = Le Can ah ees Nin A nhueerc corn. racic Geo. oc 14,000 15,000 
Office furniture and equipment purchased during year........+ 12,000 — 
Provision for depreciation of capital assets............++++++5 — 5,000 
Other. experisesssecsiv svn ete oeemeatiek ss Be Saye entices 2,000 1,000 
721,000 624,000 
Excess of income over expense... 12.66. c ccc e eet e eee e eee e ees $ 628,000 $ 208,000 


—__—___————— —_——-——_______—- 


The $517,000 increase in income was due to a larger volume of sales, resulting mainly 
from reductions in the defence programs, from the net proceeds of which the Corporation 
retains the authorized percentages referred to above. A major part of the $97,000 increase 
in expense resulted from salary increases retroactive to October 1, 1963, a staff increase 
related to the increased volume of sales, the write-off of the net depreciated cost of capital 
assets, and the cost of office furniture and equipment purchased during the year which 
was charged to expense instead of being capitalized as in former years. The cost of future 
acquisitions of office furniture and equipment will be charged as an expense of the year 
in which the expenditure is incurred. 


Pursuant to section 81(3) of the Financial Administration Act, the Corporation was 
directed to pay to the Receiver General, as of March 31, 1959, and from time to time 
thereafter but at intervals of not longer than six months, all of its surplus in excess of 
$100,000. The $628,000 excess of income over expense for the year was, in consequence, 
paid to the Receiver General, leaving the surplus balance unchanged at $100,000. 


The equity of the Crown in the Corporation’s Agency Account at March 31, 1965 
was $5,538,000, compared with $5,197,000 at the end of the preceding year, and was 


largely represented by amounts totalling $4,789,000 receivable under long-term interest- 
bearing sales agreements. 
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The transactions in the Agency Account during the year, compared with the pre- 
ceding year, are summarized as follows: 


Year ended March 31 


1965 1964 
Sales made on behalf of— 
PpEMON Ol COnAda sk nonn. syste ts ce, $ 16,101,000 $ 10,194,000 
w/T8L ETIS F  a O ae kcne i eile Real 958 ,000 822,000 
{HFN 5 geo Ro a aU ae OG AC em a al tinal 298, 000 223,000 
17, 267,000 11,239,000 
Less: Direct costs relating to sales..........................., 52,000 42,000 
17,215,000 11,197,000 
Deduct: 
Portion retainable by the Corporation from net sales and other 
JIC CON 3 RL SOS een er ee es 1,348,000 832,000 
Remittances to the Receiver General........................ 14,666,000 10,314,000 
C Paenromibantes entry. Bee Series ideo ble oe: 979,000 642,000 
16,993,000 11,788,000 
Increase (decrease) in equity: 
Re ED OW CANAAN Tee ee ss os lee hc Leas 341,000 (687 , 000) 
(XG DO CNT CR Rehagye Oa ee (119,009) 96 , 000 


$ 222,000 $ (591,000) 


= = 


Sales increased by $6,043,000 due primarily to the increase in the number of sales 
involving substantial amounts which resulted from the disposal of defence installations, 
including land, buildings, equipment, as well as ships and other assets. 


In its Seventh Report 1964 the Public Accounts Committee recommended that the 
sales and inspection procedures of the Corporation be revised with a view to improving 
sales techniques. In February 1965 the Minister of Industry advised us that steps had 
been taken by the Corporation to revise and upgrade its operating instructions in the 
area of pre-sales analysis and inspection. He also stated that the Corporation proposed 
to undertake a more aggressive sales campaign in such areas as market research and 
analysis, the development of new methods of improving its solicitation lists, and the 
exploring of ways and means of interesting new and substantial merchandising outlets. 


196. Defence Construction (1951) Limited. This Crown-owned agency was incorporated 
in 1951 under the Companies Act, 1934, pursuant to the authority in section 7 of the De- 
fence Production Act, R.S., c. 62. The Company is responsible for awarding and super- 
vising contracts for defence construction projects. Funds to finance the projects are pro- 
vided by the departments concerned, or by the United States Government for projects 
undertaken on its behalf. Expenditures on defence construction projects which were 
approved by the Company for payment by the Department of National Defence and by 
the United States Government increased by $3.2 million from $29.3 million in 1963-64 to 
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$32.5 million in 1964-65. The increase in expenditure reflects to a great extent the high 
proportion of the year’s work devoted to airfield runway and taxiway projects, which 
can be completed more quickly than work on other construction projects of the same 
dollar value. 


Funds to cover the Company’s operating expenses are provided annually by an appro- 
priation of the Department of Defence Production. During the year, in order to show the 
full extent of the Company’s operations, expenditures made on a recoverable basis were 
charged to the various expense classifications, instead of being recorded only as accounts 
receivable as in prior years and the amounts recovered or recoverable were shown as income. 
The figures for the preceding year were adjusted accordingly and are shown in comparison 
with the operating results for the year in the following summary: 


Year ended March 31 


1965 1964 

Hxpense— 
Salaries and living allowances..........2 +e cere eee eeeeeees SSO T9 Pa 0L00) $ 2,452,000 
Employee welfare benefits..........-.+seeee see e reece: 219,000 178 ,000 
Manele enatel ideyonkonreil, so gags eno sd noedadunodcnocus dare ds ode uc 160,000 188 , 000 
Other expenses eaar crs <u 4 ole he oe mem Haneleye wera in) obedient a ae 328 , 000 315,000 
3,742,000 3, 133,000 

Income— 
Reimbursement for engineering and administrative services. . .. 1,540,000 622,000 
CORMET UNCOMEN © schol ee ee ond ees elie tts er a eee 2,000 1,000 
1,542,000 623 ,000 
Netexpense <.icc 5 tin gene aie hint are aes eee a es cas $ 2,200,000 $ 2,510,000 


The increase in income and expense is the result of an increase in the volume of work 
on special projects performed on a recoverable basis for government departments and 
agencies. It will be noted, however, that the increase in expense was $310,000 less than 
the increase in income. This is more than accounted for by a decrease during the year of 
$324,000 in salaries and related costs due to a reduction in the number of employees engaged 
onthe Company’s regular work. 


197. Eldorado Aviation Limited. This Company was incorporated in 1953 under the 
Companies Act and is a wholly-owned subsidiary of Eldorado Mining and Refining 
Limited. Operating from headquarters in Edmonton, it provides air transportation services 
almost entirely to its parent company and Northern Transportation Company Limited, 
which is also a subsidiary of Eldorado Mining and Refining Limited. These two companies 
share the cost of operations of Eldorado Aviation Limited on a ‘cost per ton-mile”’ basis. 


The equity of Eldorado Mining and Refining Limited at December 31, 1964 comprised 
capital stock of $28,000 and surplus of $228,000. 
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The following is a comparative summary of the net expenses of the Company for the 
past two years: 


Year ended December 31 


1964 1963 
Salaries, wages and contributions to employees’ pension plan... . $ 231,000 $ 187,000 
Pc reeny that Re te UE: PO Mee FeO | 173,000 167,000 
STLSSLCOERE oa aie ne eS i anita 150,000 153 ,000 
CP OSWON ee OMe ee eT Te a 62,000 49,000 
Pipe aa ieex paren TNL. Gerliue, Wie 9b ne igey Lig 53,000 44,000 
SES ns 0a Se 36,000 35,000 
LTE A MOS LE HELE AAT RCIA a lala i ail ia 35,000 41,000 
oie Wegpcriees by © ageuitn fees. oa .ofs Elen sitstedoss Shoes. o, 740,000 676,000 
Less: Miscellaneous income................0000.ccce0ce eee... 23,000 5,000 
BSC GN TR BACB sks as ss aliens toate. $ 717,000 $ 671,000 


The net expenses for 1964 were recovered from Eldorado Mining and Refining Limited 
to the extent of $544,000 and from Northern Transportation Company Limited to the 
extent of $173,000. 


198. Eldorado Mining and Refining Limited. This Company was incorporated in 1945 
under the Companies Act, 1934, following expropriation in 1944 of the shares of a privately- 
owned company. The head office of the Company is in Ottawa, the Beaverlodge mine is 
near Uranium City, Saskatchewan, and the refinery and administrative offices are in Port 
Hope, Ontario. The principal functions of the Company are to produce, refine and sell 
uranium and allied products. 


The equity of the Crown in the Company at December 31, 1964 amounted to 
$52,001,000 consisting of capital stock of $6,586,000 and surplus of $45,415,000. Dividends 
of $1,500,000 were paid to the Receiver General during the year, compared with $2,000,000 
paid in the preceding year. 

In 1962 the Company contracted to sell to the United Kingdom Atomic Energy 
Authority 24,000,000 pounds of uranium concentrates between the years 1962 and 1971. 
At the same time, the Company contracted to purchase 20,917,000 pounds of uranium 
concentrates from six producers. The balance of 3,083,000 pounds is to be supplied from the 
Company’s own mine. The contract provides for the deferment of payment for certain 
deliveries until the later years of the contract period. At December 31, 1964 an amount of 
$7,040,000 was due in fixed monthly instalments ending March 31, 1966 while $25,422,000 
Is recoverable in equal annual instalments during the years 1971-73. 

All costs and expenses in connection with the procurement of concentrates from other 
producers are recovered and, in addition, charges are made by the Company for administer- 
Ing and financing the program. At December 31, 1963 the excess of costs and expenses over 
Sales of concentrates, procured from other producers, amounted to $2,990,000. During 1964 
Sales exceeded costs and expenses by $2,748,000 leaving a balance of $242,000 to be recover- 
ed in 1965. 
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During 1963 the Governor in Council granted authority for entry into contracts 
between Her Majesty the Queen in right of Canada, represented by Eldorado Mining and 
Refining Limited, and certain Canadian uranium producers for the purchase of uranium 
concentrates for stockpiling. At December 31, 1964 the Company was the custodian of 
uranium concentrates thus acquired at a total cost of $24,408,000. Funds for the acquisition 
of these concentrates were provided by appropriations of the Department of Trade and 
Commerce and accordingly their cost was not included in the accounts of the Company. 


The following is a summary of income and expense for 1964, in comparison with the 


preceding year: 
Year ended December 31 


i — 


1964 1963 
Income— 
Sales of uranium concentrates, uranium metal and related 
products, and revenue from refining services.......-++++e+5 $ 15,690,000 $ 24,281,000 
Expense— 
Mining, milling, refining and other expenses.....--.----+++:- 5,690,000 11,694,000 
Depreciation....<2. as ssi «cenit; ome oc rea 4,103,000 4,162,000 
Amortization of cost of acquiring rights to deliver concentrates 
on cancellation of contract with another producer......--.-+ 3,121,000 3,468,000 
Amortization of pre-production, mine development and other 
deferred expenditures.......----sseeeer etree terse etttes 410,000 807 , 000 
Seientifie research: .v.ccias Usk ote ol ee ee ee ee 1,180,000 936 , 000 
14,504,000 21,067,000 
Net income from operations........----+eeeee rere reece 1,186,000 3,214,000 
Income arising from the financing of ore procurement pro- 
Bradys vo, 2. SHe Bebe areede wari binge awe iter feas Darien 2,974,000 1,255,000 
Interest and other non-operating income (net).........-.++--- 690 , 000 1,214,000 
4,850,000 5,683 , 000 
Provision {or income) taxa. .ceh se eee eer een 2,400,000 2,900,000 
Wat incomet will. CO. OATS ee, Sere ee ee tenia ttc a $ 2,450,000 $ 2,783,000 


The continuing downward trend in sales volume and the adverse effect of the deferment 


of deliveries under the terms of certain contracts have resulted in a decline of $8,591,000 
in sales revenue. 


Included in the mining, milling, refining and other expenses is the write-off of obsolete 


and slow-moving stores at Beaverlodge in the amount of $202,000, making a total of 
$1,030,000 written off since 1960. 


In 1960 the Company acquired, at a cost of $19 million, the rights of another uranium 
producer to deliver concentrates to the United States Atomic Energy Commission. This 
cost has been amortized on a pro-rata basis against the production of the Beaverlodge mine 
and the balance of $3,121,000 at January 1, 1964 was written off during the year. 
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Under the provisions of the contract for the delivery of 24,000,000 pounds of uranium 
concentrates to the United Kingdom Atomic Energy Authority, the Company delivered 
7,259,000 pounds during 1964 at an excess of selling price over average cost of $3,012,000. 
After allowance for administrative costs of $38,000, a balance of $2,974,000 remained as 
income arising from the financing of the ore procurement program. 


199. Export Credits Insurance Corporation. This Corporation was established in 1944 
by the Export Credits Insurance Act, R.S., ¢.105, to provide insurance to Canadian 
exporters of goods and services against the risk of non-payment by foreign buyers. The 
Corporation, which has its head office in Ottawa and branches in Montreal and Toronto, is 
intended to operate on a self-sustaining basis from premiums charged on contracts of 
insurance. Where the Corporation is of the opinion that a proposed contract of insurance 
would impose upon it a liability for a term or in an amount in excess of that which it would 
normally undertake, it may seek the approval of the Governor in Council, pursuant to 
section 21 of the Act, to enter into the proposed contract of insurance. In the event of a 
loss under this section (there has been none) the moneys required to discharge the liability 
are payable from unappropriated moneys in the Consolidated Revenue Fund. An amend- 
ment to the Act in 1959 introduced section 21A under which the Corporation may, with the 
authority of the Governor in Council, provide long-term financing for export sales of 
capital goods and services with funds available out of the Consolidated Revenue Fund. 


_ The Crown’s equity in the Corporation at December 31,1964 was $92,597,000 consisting 
of share capital of $5,000,000, capital surplus of $5,000,000, and an underwriting reserve of 
$9,719,000, together with advances and accrued interest totalling $72,878,000 in respect of 
long-term financing of sales agreements under section 21A of the Act. 


Export sales insured by the Corporation on its own account during 1964 totalled 
$131,000,000 on which premiums of $761,000 were earned. Export sales insured under 
section 21 of the Act totalled $215,000,000 and premiums amounted to $1,762,000 of which 
$1,322,000 was remitted to the Receiver General and $440,000 was retained by the 
Corporation in respect of expenses and overhead, in accordance with a basis authorized by 
the Minister of Trade and Commerce. At December 31, 1964 the liability of the Corporation 
under contracts of insurance issued and outstanding totalled $420,725,000 of which 
$311,497,000 was for contracts entered into under section 21 of the Act. 


At December 31, 1964, after four years of operation in the field of direct long-term 
financing of export sales of capital goods and services under the authority of section 21A 
of the Act, the Corporation had signed agreements to finance export sales amounting to 
$212,000,000 of which $124,000,000 had been disbursed. In addition, the Corporation had 
agreed to finance $27,000,000 of prospective sales and had guaranteed or had undertaken 
to guarantee negotiable instruments totalling $13,276,000 with respect to completed sales. 
During the year the Corporation sold additional promissory notes having a face value of 
$23,000,000 which were outstanding under section 21A, to the Export Finance Corporation 
of Canada, Ltd. (a subsidiary of the Canadian chartered banks). The Corporation continues 
to be responsible for the administration of notes amounting to $46,720,000 sold in this 
manner which mature within five years, and guarantees payment of principal and interest. 
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The following is a comparative summary of operations for the past two years: 


Year ended December 31 


1964 1963 
Income— 
Premiums and fees earned........2..--+ esses eens ar reer ess $ 1,287,000 $ 1,003,000 
Eixpense— 
Salaries and employee benefits........----++seeesreeetccees 438 , 000 381,000 
PeTIES Ete Pt tea ee IRON lore tesa ncriaty fomtin ict sae gasee marae ane 39,000 36,000 
Stationery, printing and office expenses.....--+++-++++seeeres 28,000 29,000 
Travels. ane fue os ae keht eng ~ SEED is ea eee 29 , 000 25,000 
Communications expense.......-. see see ere cere eer eeerees 18,000 16,000 
Ober. cd ok, sere oie core tei onsen ee a ar 46 ,000 31,000 
598 , 000 518,000 
689 , 000 485 , 000 
Policyholders’ claims— 
RecOVELIES ys neous A) eg ake eee ep nd sete pee vere ick BIEN sRe 655 , 000 597 ,000 
Payments 05 4 arr che 6g oe nae dca Eee a: 515,000 195,000 
140,000 402,000 
Excess of income and net recovery on policyholders’ claims over 
@XPONSE e274 bose © sa8 Lethe Lt eters oe oes a ee 829 , 000 887 , 000 
Add: interest onlinvestments: 4... ss sitr te Se eine eta einai 636 , 000 774,000 
1,465,000 1,661,000 
Deduct: Provision tor income tax... 4-0-5 0- ee ee ee — 796,000 
Surpluss, .tev ates suds Sel, tothe’ tee SRS oe eee oe ae $ 1,465,000 $ 865 , 000 


The increase of $80,000 in expense for the year resulted mainly from an increase of 


$57,000 in salaries, of which approximately $21,000 was for additional staff taken on in 
1963 and 1964 and $36,000 was for salary increases. 


The following is a summary of transactions in respect of claims paid to policy- 
holders: 


Outstanding Claims Amounts Written Outstanding 

Type of claim Jan. 1, 1964 paid recovered off Dee. 31, 1964 
Imsolvency 7.726% viii shud: $ 264,000 $ 36,000 $ 27,000 $ 20,000 $ 253,000 
Detsiilta alien. aaeuareuser, 260,000 53 , 000 22,000 37,000 254, 000 
Exchange transfer........ 494 ,000 426 , 000 606 , 000 (45 , 000) 359 , 000 
Cet oo) tect en tate 1,000 — — — 1,000 


$ 1,019,000 $ 515,000 $ 655,000 $ 12,000 $ 867 ,000 


Of the amount of $867,000 shown above as outstanding at December 31, 1964, the 
Corporation anticipates making substantial recoveries, particularly in respect of those 
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claims, amounting to $359,000, which were paid because of exchange transfer difficulties 
in the buyers’ countries. The amounts to be recovered will be added to income in the years 
in which recoveries are effected. 

Following an amendment to the Export Credits Insurance Act in 1964, which exempted 
the Corporation from the payment of income tax, the Corporation paid an amount of $10 
million into a special non-interest-bearing account in the name of the Corporation in the 
Consolidated Revenue Fund. This amount corresponds to the sum of the paid-in capital 
and the capital surplus of the Corporation. 

In April 1965 a further $3,976,000, corresponding to the net interest earned through 
the investment of funds equivalent to the paid-in capital and the capital surplus of the 
Corporation, was deposited in the same account. The Corporation also undertook, begin- 
ning with the year 1965, to pay to the Receiver General the excess, if any, of premiums 
retained in respect of policies written under section 21 of the Act and of interest retained 
on section 21A long-term financing operations, over the calculated administrative costs 
and overhead attributable to these operations. 

In our report under section 87 of the Financial Administration Act on the examination 
of the accounts of the Corporation for the year ended December 31, 1964, reference was 
made to the decision of the Board of Directors to transfer the total of the Corporation’s 
Earned Surplus account, together with the excess of income over expense for the year 
ended December 31, 1964, to the Underwriting Reserve and to show the Reserve on the 
balance sheet of the Corporation as a liability reserve. We stated that, in our opinion, 
this Reserve is general in nature and at December 31, 1964 constituted part of the share- 
holders’ equity in the Corporation and should have been included in the capital or share- 
holders’ equity section of the balance sheet. 

We have been informed by the Corporation that further consideration will be given 
to this matter. 


200. Farm Credit Corporation. This Corporation was established in 1959 by the Farm 
Credit Act, 1959, c. 43, to succeed the Canadian Farm Loan Board which had operated 
since 1929. The purpose of the Corporation is to make, administer and supervise long-term 
mortgage loans to farmers. The Corporation also administers the Farm Machinery 
Syndicates Credit Act, 1964, c. 29, which authorizes the making of loans to qualified 
Syndicates of three or more farmers to purchase farm machinery for their co-operative use. 
The head office of the Corporation is in Ottawa and there are 7 branch and 126 field offices 
throughout Canada. 

The Government of Canada paid a further $3,650,000 into the capital of the Corpora- 
tion during the year and advanced an additional $98,818,000 (net) by way of loans. At 
March 31, 1965 the equity of the Government in the Corporation amounted to $456,061 ,000, 
comprising: capital, $17,000,000; loans, $424,341,000 (of which $105,000 was in respect of 
the Farm Machinery Syndicates Credit Act); accrued interest on loans, $13,075,000; 
reserve for losses under the Farm Credit Act, $1,644,000; and retained earnings from 
Operations of the Farm Machinery Syndicates Credit Act, $1,000. 
| During the year, 9,845 loans were made to farmers to a total of $139,751,000 compared 
with 7,802 loans amounting to $96,316,000 made in the previous year. Repayments of 
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principal amounted to $37,359,000, an increase of $11,933,000 over repayments in the 
previous year. Loans outstanding at March 31, 1965, with accrued in 
$455,905,000 compared with $350,357,000 at March 31, 1964. At the ye 
been loaned under the Farm Machinery Syndicates Credit Act, which came into force on 


December 11, 1964. 


The following is a comparative summary of the income and expense of the Corporation 


for the last two years: 


terest, amounted to 
ar-end $54,000 had 


Year ended March 31 


1965 1964 
Operations under the Farm Credit Act 
Vie ee 
Income— 
Trterest Carnings:....4- 4% > c-moaae ons eee ee $ 19,786,000 $ 15,120,000 
Deduct: Interest on loans from the Government of Canada.... 17,169,000 13,188,000 
2,617,000 1,932,000 
Appraisal, supervision and legal fees... ......+---sescer tees 828,000 521,000 
3,445,000 2,453 , 000 
Expense— 
Salaries and employee benefits........---++sseerererrrctees 3,116,000 2,764,000 
Dok be PnP anente Snecny ae) eerie ce ere oo ge 327 , 000 310,000 
Odice accommodation...<s3.00o5 6 <e8e sae er one ere conics 222,000 217 ,000 
Postage, express, telephone and telegraph. Yo/.%..84:- o). Gem 94,000 84,000 
Printing, stationery and office SUP PHOS. ac, Paon arch toe Sere 93,000 72,000 
Rental and maintenance of office equipment.........---++++: 55,000 27,000 
Fees and expenses of part-time appraisers.........-.--++++++> 15,000 18,000 
Management consultants’ fees.........- +++ seer eee eee reees 12,000 16,000 
Depreciation ..4.hs s/o irae eye ieee eer 36,000 36,000 
OR EEE ROR aS ee eee, oot oenntre aera ages tanean PRE eign acl care 55,000 28 , 000 
4,025,000 3,572,000 
Less: Portion allocated to operations under the Farm Machinery 
Syndicates Credit Act.........0. essence screenees ences 50,000 —_ 
3,975,000 3,572,000 
Net operating loss, provided for by parliamentary appropriation. .$ 530,000 $ 1,119,000 
Operations under the Farm Machinery Syndicates Credit Act 
for the period December 11, 1964 to March 31, 1965 
Income— 
Interest (net) and service charges........... cece cesses ence eee eeeees $ 1,000 
Amount appropriated by Parliament for carrying out the purposes of 
HHS ACG oes ain osc eo coos ACS ctor ve ashe Res Rend RE ee 50,000 
; 51,000 
Portion of Corporation’s expenses allocated to operations under this Act. . 50,000 
Excess of income over expense transferred to retained earnings.........-- $  =©1,000 


The increase of $403,000 in expense for the year was due largely to the continue 
growth in lending activity and the consequent expansion of the Corporation whiel 
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resulted in an increase in staff from 183 at March 31, 1960 to 498 at March 31, 1964 
and 529 at March 31, 1965. During the same period the number and principal of loans 
outstanding increased from 28,000 and $117,000,000 to 47,000 and $444,000,000. 


In our report under section 87 of the Financial Administration Act on the examination 
of the accounts of the Corporation for the year ended March 31, 1965, reference was made 
to the reduction in the Reserve for Losses during the past five years, due in part to the 
statutory obligation placed on the Corporation to lend money at a fixed rate, as follows: 


Section 15 of the Farm Credit Act requires the Corporation to establish a Reserve out 
of which may be paid “any losses sustained by the Corporation in the conduct of its business’’, 
The section further provides that the Corporation shall credit its net earnings each year 
to this Reserve until the amount of the Reserve equals the capital of the Corporation. At 
March 31, 1965 the capital of the Corporation amounted to $17,000,000 while the Reserve 
amounted to $1,644,527, having been reduced by $20,813 due to losses on loans realized 
during the past year. 


As previously pointed out, the statutory lending rate of 5% on loans to farmers has not 
provided sufficient income to cover the interest paid on borrowings from the Government of 
Canada and administrative expenses applicable to loans made at this rate. The annual excess 
of expense over income is now being met each year by parliamentary appropriation. The 
operating loss of $529,694 for the year ended March 31, 1965, compared with a loss of 
$1,118,796 for the previous year, was recovered from Department of Agriculture Vote 90d. 


While continuation of the policy of providing a parliamentary appropriation to cover 
the annual operating loss of the Corporation will prevent further depletion of the Reserve 
by such losses, no provision has been made for the building up of the Reserve to an amount 
equivalent to the capital of the Corporation as is contemplated by the Farm Credit Act. 


The amendment to the Farm Credit Act which was assented to on June 18, 1964 
increased the amount that a single farming enterprise may borrow under Part II of the 
Act from $20,000 to $40,000 and under Part III of the Act from $27,500 to $55,000. The 
interest rate of 5% per annum remains unchanged on amounts loaned by the Corporation 
up to the previously existing limits of $20,000 and $27,500, but the interest rate to be 
charged on moneys loaned in excess of these amounts may from time to time be prescribed 
by the Corporation with the approval of the Governor in Council ‘“‘which rate shall be 
sufficient, if the whole amount of the loan were to be loaned by the Corporation at that 
rate, to return to the Corporation an amount equal to the cost to the Corporation of any 
money borrowed for the purposes of the loan and the expenses of the Corporation in respect 
thereof, including a reasonable reserve against loss’’. 

On June 25, 1964 an interest rate of 63% per annum was approved for moneys loaned 
under the new increased limits. Since this rate applies only to the portion of any loan in 
excess of $20,000 or $27,500, as the case may be, the operations of the Corporation will 
continue to result in an annual operating loss. 


| 201. The National Battlefields Commission. This Commission, which was constituted 

by the National Battlefields at Quebec Act, 1908, c. 57, with the objects of acquiring 
and preserving the historic battlefields at Quebec, comprises nine members, seven of 
whom are appointed by the Governor in Council and one each by the governments of the 
provinces of Ontario and Quebec. 


152 AUDITOR GENERAL’S REPORT 


Prior to 1958 the Commission was financed by statutory grants made from time to 
time under the constituting Act, but since then it has been financed by annual parlia- 
mentary appropriations. At March 31, 1965 the proprietary equity of the Crown in the 
Commission amounted to $1,504,000. 

The following is a summary of the expenses of the Commission for the year compared 


with those of the preceding year: 
Year ended March 31 


1965 1964 

Salaries, wages and related expenses.......... +++ ++ ee reer eres $ 164,000 $ 154,000 
Policing services she: 5) on oe ta aie eae ten ote enema igre st glace 31,000 20,000 
Repairs of roads, driveways and buildings............+++---+-- 25,000 18,000 
Light, heat, power, gasoline and oil..........+-+eee seers reese 15,000 11,000 
Operating supplies and nursery stock............ 0.0 eee ee ees 16,000 9,000 
Other expensests 7s .Mo) ngs ae). Sites heats snore regen ores etn renee Ae 9,000 7,000 

260,000 219,000 
Reconstruction of Martello Tower No. 4..........+..seeseeeees 42,000 — 
@apitalfoutlays h sti. ie wee len Siete cies oe seers els tes ues 25,000 19,000 


$ 327,000 $ 238,000 


The expenses of the Commission were financed to the extent of $315,000 by parlia- 
mentary appropriations, based on the approved budget of the Commission for the fiscal 
year 1964-65, $2,000 from miscellaneous income, and the balance of $10,000 by increasing 
outstanding current obligations. 


In the approved budget it was stipulated that expenditure in respect of each item 
detailed therein might exceed the amount allotted by 10% without further approval, 
provided that the total expenditure did not exceed $315,000. The accounts of the Com- 
mission showed that expenditure in respect of four of the items in the budget exceeded 
the limit prescribed by more than 10% in each case, and that the total expense for the 
year, which amounted to $327,000, exceeded the budget total by $12,000. 


Funds contributed by provincial governments and others in the years following the 
establishment of the Commission in 1908, which may be used only for the acquisition of 
land with prior parliamentary approval, amounted to $32,000 at March 31, 1965. The 


only changes in the balance of this account for many years have been the increases arising 
out of investment earnings. 


The Balance Sheet of the Commission as at March 31, 1965 has not been approved — 


by the Chairman as in previous years. The Chairman, who has since resigned, advised 


us by letter on June 18, 1965 that he was withholding his signature because he disapproved 
of the year’s deficit. 


202; National Capital Commission. This Commission was established by the Na- 
tional Capital Act, 1958, c. 37, to sueceed the Federal District Commission which had 
been established in 1927 as the successor to the Ottawa Improvement Commission, 1899. 
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The objects and purposes of the Commission are “to prepare plans for and assist in 
the development, conservation and improvement of the National Capital Region in order 
that the nature and character of the seat of the Government of Canada may be in accord- 
ance with its national significance’, Subject to the control exercised by the Governor in 
Council, the Commission hag wide powers including those relating to: acquisition and 
development of property ; construction and maintenance of parks, roads, bridges, buildings 
and other works; undertaking joint projects with municipalities or making grants to 
municipalities; construction and operation of concessions ; and the administration of 
historic buildings and sites. The Commission consists of 20 members appointed by the 
Governor in Council from across Canada. 


The proprietary interest of the Government of Canada in the Commission, including 
loans, at March 31, 1965 totalled $115,266,000 represented by: cash, $1,259,000 ; Inven- 
tories of tools, equipment and supplies, $204,000; and cost of capital assets, $113,803,000. 


The Commission’s activities are financed by annual parliamentary appropriations, 
withdrawals from the National Capital Fund and loans from the Government of Canada, 
along with incidental revenues from rentals, etc. A summary of the expenditure and other 
transactions for the past two years is as follows: 


Year ended March 31 


1965 1964 
Operation and maintenance.of parks, parkways and grounds adjoining 
Government buildings at Ottawa and Hull, maintenance of other 
properties and general administration 
Ee omenires MO PRE ul iiex bos Arsen HSS oe. CNS We a teas 0608, Tg 2,892,000 
Provided for by: 
Parliamentary AUER CPORMONSC EE 2 ke oo eo ol ee $ 3,390,000 $ 2,668,000 
OSCE 1 eee) eee a 238 , 000 224,000 


$ 3,628,000 $ 2,892,000 


National Capital Fund transactions 


Balance of Fund in hands of Commission at beginning of year... .$ 986 , 000 $ a= 


Amount due from National Capital Fund at beginning of year... — (258,000) 
Add: 
Amounts drawn from Fund................................ 10,500,000 7,850,000 
Proceeds from sales of PRE anes Ade ik eases, okies 425,000 177 ,000 


11,911,000 7,769,000 


Deduct: 
Capital outlays for parks, parkways, railway lines and struc- 
AGI > Sy Sa See ae Ae yma ll gl es 7,181,000 3,960,000 
| Repayment of loans to acquire property now in use—Queensway 
(1964—Ottawa River lefts de Vg AE geet Oh JOU ae ge Reet ee 2,529,000 61,000 
Maintenance of land and rehabilitation works................ 112,000 90,000 
Contributions to the City of Ottawa and other municipalities 
towards the cost of constructing roads, bridges, sewers, etc... 339 , 000 2,672,000 


10,161,000 6,783,000 
Balance of Fund in hands of Commission at end of year........ $ 1,750,000 $ 986 , 000 


| pases 
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Year ended March 31 


1965 1964 
Acquisition of property in the National Capital Region through loans 
provided by the Government of Canada 
Unexpended balance of loans at beginning of year.........----. $ 383 , 000 $ 1,230,000 
Add: 
Government of Canada loans (net).........6eeee seer rece 6, 865 , 000 12,081,900 
Amount recovered from the National Capital Fund with respect 
to properties put into use.....-. 6+. .eee essere seer eter eee 2,529,000 61,009 
Proceeds from sales of property. ......-.se eee eee e er ereeeses 1,906,000 58,000 
11,683,000 13,430,000 
Deduct: 
Expenditures for acquisition of property......-.++-+++++++++> 10,424,000 13,047,000 
Unexpended balance of loans at end Of yeartensn Se cee ees $ 1,259,000 $ 383 , 000 
Interest charges on outstanding Government of Canada loans 
sega tan A 2 ee) Oe ee Ee ee ee 
Interest On lOamsas -pyercve ele 6 1c -deve cient sustel sore keverep tome tneterekoteh en Meroe: $ 2,858,000 $ 2,319,000 
Provided for by: 
Parliamentary appropriations,........0... eee e eee ee eee ees $ 2,464,000 $ 1,990,000 
Net revenue from rentals of property and interest earnings... . 394,000 329 ,000 


$ 2,858,000 $ 2,319,000 


The expenditures incurred in the various activities of the Commission, as summarized 
above, totalled $27,071,000 during the year compared with $25,041,000 in the preceding 
year and were financed as follows: 

Year ended March 31 


1965 1964 
Parliamentary appropriation’)... .. seal este eane soe Peon $ 15,590,000 $ 11,264,000 
Moans tothe Commission 114. ee iehice eet eee ennai erie 10,424,000 13 , 047 ,000 
Proceeds from sales of property..........-ceeceeceseceeecrecs 425 , 000 177 ,000 
Reventies of the Commissionesnce crete acm iereireeiernt enone caer 632,000 553,000 


$ 27,071,000 $ 25,041,000 


The Public Accounts Committee gave further consideration to the practice of re 
quiring the National Capital Commission to seek parliamentary appropriations to enable 
it to pay interest on loans obtained from the Minister of Finance for the purchase o! 
properties. In its Sixth Report 1964 (see Appendix 1, item 27) the Committee agair 
requested the Department of Finance to review the existing practice with the Nationa 
Capital Commission with a view to placing the financing of the Commission on a mort 
realistic basis. Loans from the Minister of Finance totalled $59,851,000 at March 31, 1965 
Interest charges in 1964-65 amounted to $2,858,000 of which $2,464,000 was provided b} 
Department of Public Works appropriations for the National Capital Commission, Vote' 
60 and 60d (see paragraph 167 of this Report). 
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203. National Harbours Board. This Board was established in 1936 by the National 
Harbours Board Act, R.S., ¢. 187, and has jurisdiction over the harbours of Halifax, Saint 
John, Chicoutimi, Quebec, Trois-Riviéres, Montreal (including the Jacques Cartier and 
Champlain Bridges), Churchill and Vancouver, together with the grain elevators at 
Prescott and Port Colborne. The head office of the Board is in Ottawa. 


The proprietary equity of the Government of Canada at December 31, 1964 totalled 
$493 406,000 comprising: equity represented by the cost of assets transferred to the Board 
on its establishment and subsequently, $59,750,000 ; loans and advances, $320,094,000; 
interest in arrears on loans and advances, $86,204,000; and reserves, $109,871,000; less 
the accumulated deficit of $82,513,000. 


During the year there was an increase of $3,308,000 in outstanding loans and advances 
and $7,645,000 in interest in arrears. In previous Reports we observed that there was little 
prospect of the Board being in a position to meet its principal and interest obligations 
and recommended the reconstitution of the financial structure of the Board. Since 1964, 
officers of the Board, along with officers of the Department of Finance, have been consider- 
ing proposals with a view to eliminating the Board’s indebtedness to the extent that loans 
and interest in arrears are considered to be in excess of the anticipated ability of the 
Board to repay. 


Current assets of the Board included the sum of $243,000 due from the Quebec 
Natural Gas Corporation for rental charges by the Board for the easement for a 20-inch 
natural gas pipeline over the Jacques Cartier Bridge. The amount represents $185,000 
outstanding on December 31, 1963 plus $58,000 charged for 1964. In previous Reports we 
have noted that authority for the installation of the pipeline was granted by the Board 
on May 1, 1959 subject to later negotiation of the annual rental rate but that the Corpor- 
ation subsequently would not agree to the rate proposed and requested the Board to 
consider one that was little more than nominal. The case was referred to the Department 
of Justice late in 1964. 


The Jacques Cartier Bridge, until revocation of tolls on June 1, 1962, was operated 
under a tri-partite agreement which required the City of Montreal and the Province of 
Quebec to pay to the Board one-third of any annual deficit arising from the operations of 
she Bridge to a maximum of $150,000 each. Since 1944 the Province has refused to make 
she required contributions and at the end of 1949 its accumulated indebtedness amounted 
0 $744,425. From 1950 until revocation of tolls the Bridge did not incur an operating 
leficit and the accounts of the Board continue to show this amount as due from the 
-rovince. In our 1963 and 1964 Reports we observed that the settlement of this claim and 
he transfer of this Bridge to the Province had been the subject of negotiations between 
he Board and the Province. No further action has been taken on this matter. 


_ Repeated reference has been made in previous Reports to the dispute between the 
soard and the Canadian Pacific Railway regarding the ownership of certain areas of Coal 
larbour, Vancouver. Title to the areas involved has been in dispute since 1880 and, pending 
»ttlement, the C.P.R. collects rental and other revenue from certain areas in its possession 
hile the Board does likewise in respect of certain areas which the Board has occupied. 
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At December 31, 1964 the Board held $167,000 in trust while the C.P.R. held $249,000. 
During the year, the Board again referred the case to the Attorney General of Canada 
and, at the year-end, was in the process of securing information requested by him. 


The following is a summary of the operations of the harbours and elevators and of 
the bridges for the past two years: 


Year ended December 31 


Harbours and Elevators 


Operating income— 


2 Ore trl. ee COR I SM ar cadens TON OCT $ 4,597,000 $ 3,237,000 
Wharves and piers.........-eeeeececcestceeececsceevens 10,474,000 9,690,000 
Grain elevator systeMS............ceeescccsececceeeerers 9,423,000 9,074,000 
Cold storage SySteMS......... sss sec e eee e eer eeceroresees 1,315,000 1,275,000 
Permanent Sheds sane ose ei ta oldgie hs eeeheletere ive) lefererenetetorenae 2,206,000 2,037,000 
Railway systems..........-sreeccercce cesses esececerces 863 , 000 748,000 
Miscellaneous SCrviCeS sss cies see cele ole slelelslelslelele cle eles) sievelelnla 1,224,000 1,227,000 
30,102,000 27 , 288,000 
Operating and administrative expenses— 
LB Eh des ii ee ary A RS AO OC OO ORO GAD DUO COU GIOOC 4,411,000 3,687,000 
Whatves and! piers... . s<0<5 00 +sp woe + i cemammcage +2 is 946 , 000 1,121,000 
Grain elevator Syst€Ms.....0. ++ ..sscccce sees suas we ses 6,349,000 6,010,000 
Gold storage ByStemis: 05. uss os we clews ne ane celsiis net was 1,144,000 1,130,000 
Permanent Saedsis eee a cteteiere crete ceher ole tele oisie ersiclele o exeuere iottenone 1,438,000 1,382,000 
Railway syatemis..: £2. 2020 (20 0.5 clas dels giacscleven aieis areie te ole 1,063,000 1,087 , 000 
IWiiscellancous Seuvicessadeccmeicitt tiie ciieretatieletstetenaiete te tsrenele 1,344,000 1,318,000 
Administrative expensess.< oc. as sls wrin see eos pee Bao 2,558,000 2,285,000 
19, 253,000 18,020,000 
Net operating Income...) 22. o..2 me ce ee ete Te aunare cease 10,849,000 9,268,000 
Other income— 
Income {romy miVESbMeMUS sa. eee a stereo eleneberaiererorser rer tele 2,491,000 2,307 ,000 
Miscellaneotis’ accu. sects ote ete cxeke te nrc seaotele encieh ot tcnensore 338, 000 147 ,000 
13,678,000 11,722,000 
Special charges— 
Provision for interest on loans and advances............+-- 9,392,000 9,157,000 
Provision for replacement of capital assets.............0065 4,803,000 4,519,000 
Others cei chieva tlt ee eee ear 464,000 374,000 
14,659,000 14,050,000 
INC LOSS cic cu, cinoe ste apucroeanit naire occ cae ee meer ee $ 981,000 $ 2,328,000 


1964 


1963 
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Year ended December 31 


1964 1963 
Bridges 
Operating income— 
Saedure Care? BMIGO. oue ses iets ce er $ 159,000 $ 152,000 
CUSIIDIAI Bias. Ae eee cot eel. See MIN UE! th 625,000 448 ,000 


784,060 600,000 


Operating expenses— 


Us NOR PIE G e a te  seage aie pace doch 4s, ko. uh, 294,000 255 , 000 
CLITA ENTERS TET Eee St TI ei nh eal 408 , 000 426,000 


702,000 681,000 


New OperaviMgyncome WO). Gadaweien nds seis ccbeweceiac.. 82,000 ( 81,009) 


Special charges— 


Provision for interest on loans and advances............... 1,620,000 1,521,000 
Provision for replacement of CAPA) ASBOLB. o. oroci cceoa nd cc oe 508 , 000 508 , 000 
Settlement of claim by lessor of toll-collecting equipment.... 279,000 — 

PLIES SR cA ce eae GS th LA a a 72,000 68,000 


2,479 ,000 2,097 ,000 


“COLDER $ 2,397,000 $ 2,178,000 


Tariff rates were increased during 1964 and waterborne cargo-tonnage surpassed that 
of 1963 by 8%. As a result, with the exception of the Prescott Elevator, revenue increased 
at all locations in 1964 over the preceding year. The increase in cargo-tonnage is mainly due 
to: increases in deliveries of wheat to Russia and China aggregating 2,259,000 tons; imports 
of crude oil which increased by 423,000 tons at Montreal and by 300,000 tons at Halifax; 
and motor vehicle imports from the United Kingdom, Germany and other countries which 
nereased by 60% at Vancouver and 53% at Saint John. 


In previous years the Prescott Elevator was used extensively for storing grains for 
short periods while awaitin g arrival of ocean-going vessels in lower St. Lawrence River ports. 
This trans-shipment business has now almost disappeared with the completion of large 
itorage elevators and modern loading facilities at Montreal, Sorel and Baie Comeau. As 
‘ result, the quantity of grains handled declined from 52,359,000 bushels in 1963 to 
11,809,000 in 1964 which largely accounts for a decrease of $145,000 in revenue from 
his elevator. 

_ All tolls and charges in respect of passage of motor vehicles over the Jacques Cartier 
sridge were revoked as of June 1, 1962. In 1964 there was, however, a small increase in 
he revenue derived from rentals and easements. Traffic across the Champlain Bridge in 
964 totalled 3,914,000 vehicles, an increase of 230,000 over 1963. 

_ The increases in operating expenses were largely due to greater cargo-tonnage handled. 
2 addition, certain expenditures were incurred during 1964 which had no counterpart in 
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1963. In Halifax, $72,000 was spent on repairs to the grain gallery and on a special engineer- 
ing survey of the port. In Quebec, $30,000 was spent on major repairs to the grain elevator 
and the Canadian Corps of Commissionaires were retained to provide police service at a 
cost of $24,000. In Montreal, police salaries were up $29,000 and railway tracks were 
renewed at a cost of $57,000. There was, however, a reduction of $138,000 in railway 
maintenance at, this port as a result of a reduction in the number of work gangs from three 
to two. In Vancouver, the roof of one storage shed and the walls of another were renewed 
and a street was repaved at a total cost of $48,000. 


The increase in administrative expenses was principally due to a general salary 
increase granted in 1964. In a number of classifications the new salary scales were made 
retroactive to October 1, 1963, following the pattern of the revised salary scales of the 
public service. In addition, the head office of the Board was moved to new quarters during 
1964 which resulted in greater rental charges. Previously the Board shared space with the 
Department of Transport but was required to vacate due to additional needs of the 
Department. 


Three items of expenditure merit observation. Under the terms of an agreement dated 
September 7, 1961, the Board leased certain automatic toll collecting equipment for use 
on the Jacques Cartier Bridge. The lease was for a period of five years at a daily rental 
of $276. On June 1, 1962, nine months after the equipment was installed, all tolls applicable 
to the bridge were abolished by the Governor in Council. The toll collecting equipment was 
then removed and no further payments were made under the lease. The company that 
had installed the equipment claimed damages in excess of $500,000 and was prepared 
to refer its claim to a court of law for adjudication. It was the opinion of the Board’s 
legal advisers that the company’s claim would not be sustained by the courts. However, 
the Board decided that the company should be compensated. The approval of the Governor 
in Council was then obtained for an ex gratia payment of $279,000 in settlement of the 
company’s claim. 

Ex gratia payments totalling $32,000 were made, with the approval of the Governor 


in Council, to owners of property adjacent to the Champlain Bridge due to land devaluation 
resulting from construction of the Bridge. 


During the initial stages in the unloading of a grain vessel only mechanical devices 
are used. This period is referred to as “dip time” and not until one, two or three hours 
later—depending on the size of the vessel—are the services of riggers, rope pullers, scoopers 
and hold foremen required. We observed that the collective bargaining agreement between 
the Board and the labour unions at Port Colborne and Prescott provides for payment of 
these workers during dip time. During the year 120 vessels were unloaded at these locations 


and the workers were paid approximately $20,000 during dip time for which the Board 
received no benefit. 


204. Northern Canada Power Commission. This Commission, which was established 
in 1948 and operates under the Northern Canada Power Commission Act, 1956, ¢. 42, 
consists of three members appointed by the Governor in Council and has its head office 
in Ottawa. The objects of the Commission are to construct and operate electric power 


as 
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plants and to supply power to mines and other users in the Northwest Territories and the 
Yukon Territory and, with the approval of the Governor in Council, in any other part 
of Canada. Hydro-electric plants are operated at Snare River, N .W.T., and at Mayo River 
and Whitehorse Rapids, Y.T., and thermal-electric stations are in operation at Fort 
Resolution, Fort Smith, Fort Simpson, Inuvik, Fort McPherson, Aklavik and Frobisher 
Bay, N.W.T., Field, B.C., and Moose Factory, Ontario. A hydro-electric power plant on the 
Taltson River, in the vicinity of Great Slave Lake, has been under construction since 1963. 


The proprietary equity of the Government of Canada in the Commission, at the close 
of the past two fiscal years, follows: 


March 31 


1965 1964 


Advances, including $50,000 for investigation of projects........$ 28,142,000 $ 22,463,000 
Equity represented by cost of: 
Central heating, water and sewerage and fire alarm systems at 


Inuvik, N.W.T., financed by parliamentary appropriation... 7 , 003 , 000 7,003,000 
Extension, expansion and improvements of capital assets fin- 
SO CUB Tt. se ee a oe ee 315,000 297 ,000 
Merorvetor Contingencies. 5.0 co.cc see eed eskccsccc 2,020,000 1,797,000 
CERT COE AU ITOVAG ria Ot ie a a 1,274,000 988 , 000 


$ 38,754,000 $ 32,548,000 


The Commission also acts as agent for the Government of Canada in respect of loans 
made under the Atlantic Provinces Power Development Act, 1957-58, c. 25, and, in this 
capacity, made advances to the provincial power commissions of Nova Scotia, New- 
foundland and New Brunswick. Outstanding loans totalled $32,158,000. 

| The following is a summary of the income and expense of the Commission for the 
past two years: 
Year ended March 31 


1965 1964 
Income— 
| EON OW ED ety es Tt, ee ee Sa $ 3,111,000 $ 2,883,000 
| Income arising from construction, maintenance and operation of 
facilities for government departments and others........... 966 , 000 689 , 000 
: poe ee NOatAy Jveh aytetieds | eS 48 A 734,000 412,000 
Be ne ee | 205 ,000 171,000 
5,016,000 4,155,000 
Expense— 
Operating and maintenance. vi. 6...00) 0.0. WSS 2,887,000 2,252,000 
eR OS ccc d eee, YE Bubs eed ol, ced vechon, Bakes: 301,000 244,000 
Interest on advances from the Government of CanaGa x sc cas 751,000 749 , 000 
Depreciation (equivalent to repayment of principal of advances 
from the Government of Canada)................0-0005... 549,000 521,000 


ie 4,488,000 3,766,000 


i em ee es $ 528,000 $ 389,000 


| 
yet me Bip: eet 
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Although rates for electric power were reduced at three locations during 1964-65 and 
at another late in the preceding year, greater consumer demand increased the revenue 
from this source. In addition, the Commission took over the operation and maintenance of 
the power plant at Moose Factory and the heating plant, water-treatment plant and other 
facilities at Frobisher Bay. Income arising from maintenance and operation of these 
facilities amounted to $265,000; sales of power to $92,000; and sales of heat to $274,000. 


A physical inventory of the central heating, water and sewerage and fire alarm systems 
at Inuvik, N.W.T., which was in progress at the end of the previous year, is nearing 
completion. These assets have a cost in excess of $7 million and we were informed that 
determination of the costs of the various classifications of capital assets comprising this 
total will be available before March 31, 1966. 


In the audit we found certain irregularities with respect to the collection of accounts 
receivable at Inuvik, N.W.T. A detailed examination was made at the site as a result of 
which it was determined that the cashier had withheld some $650 which he had concealed 
by manipulation of the accounts. The employee admitted the defalcation and, after making 
restitution, submitted his resignation. 


205. Northern Ontario Pipe Line Crown Corporation. This Corporation was established 
by the Northern Ontario Pipe Line Crown Corporation Act, 1956, c. 10, for the purpose 
of constructing the Northern Ontario section of the all-Canadian natural gas pipe line 
and leasing it (subject to approval by the Governor in Council) to Trans-Canada Pipe 
Lines Limited, with an option to purchase. 


In due course the pipe line was constructed and leased with an option to purchase. 
The option was exercised and sale of the Northern Ontario section of the all-Canadian 
natural gas pipe line to Trans-Canada Pipe Lines Limited was completed on May 29, 1963. 
The purchaser assumed responsibility for the negotiation and settlement of all claims 
then outstanding and of any other claims which might arise in the future. Upon receipt of 
payment the Corporation discharged its liability to the Government of Canada for out- 
standing loans and interest accrued thereon, and was left with a surplus of $694,000 of 
which $690,000 remained on deposit with the Receiver General at the close of the Corpor- 
ation’s financial year on December 31, 1964. 


The Corporation is presently considering the necessary steps to have its affairs wound 
up. 


206. Northern Transportation Company Limited. This Company is a wholly-owned 
subsidiary of Eldorado Mining and Refining Limited. Northern Transportation Company 
(1947) Limited was incorporated as a private company by letters patent dated November 
27, 1947 under the provisions of the Companies Act, 1934, to take over the business of @ 
predecessor company which had been incorporated under a Province of Alberta charter 
in 1934 and whose shares had been acquired when the capital stock of Eldorado Mining 
and Refining Limited was expropriated by the Government in 1944. The corporate name 
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was changed to Northern Transportation Company Limited by supplementary letters 
patent dated August 19, 1952. 


The Company is authorized by its letters patent to carry on a general transportation 
business by land and water throughout Canada and elsewhere. Although the head office 
of the Company is in Ottawa, administrative headquarters are in Edmonton and activities 
have been almost wholly confined to the Mackenzie River water system and the western 
Arctic. 


The equity of Eldorado Mining and Refining Limited at December 31, 1964 was 
$6,949,000 comprising capital stock of $152,000, a reserve for insurance of $1,250,000 and 
surplus of $5,547,000. 


The following is a comparative summary of the operations of the Company for the 
last two years: 


Year ended December 31 


1964 1963 


Income— 
SSE SCL EE ee a a $ 3,074,000 $ 2,809,000 
Expense— 


Operations and maintenance: 


palatiostand: wages. WMseiiien Bede bal} 871,000 782,000 
Repairs and maintenance................................ 411,000 325,000 
BE or cciagione abrasive imele’, be ayes 222,000 479 ,000 
Mois eG diiitioavital?  Pumiih teil sicher vet OY 179,000 161,000 
CEE Ea Ie Ace Pee aa Oe an 136,000 129,000 
eee od eR a Theses Bee Whale 171,000 151,000 
1,990,000 2,027,000 

orator cine fr ie 88 Nw Joo poten Son 265 , 000 245,000 


| 2,255,000 2,272,000 


| Net income from operations.............................. 819,000 537 , 000 
| Be ABeOWS COMO NG oe oo dinsc vsiceie ds dec, obs... sec, 170,000 173,000 
989 , 000 710,000 

Bie aot incoine tary. st ly ek ee ne 472,000 439 , 000 

Se eremiomm RI ATRIOS Ooops seh vectn $ 517,000 3 271,000 


Freight earnings increased by $265,000 or 9.47% over the preceding year. The addi- 
tional revenue was derived mainly from the transportation of large quantities of supplies 
to the Great Canadian Oil Sands project and oil drilling equipment to Alaska and sites 
along the Mackenzie River. 
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Operations and maintenance expense, excluding depreciation, increased by $220,000 
due to the larger volume of freight handled which required the services of an additional tug. 
There was a reduction of $257,000 in the charge for depreciation as a result of three tugs 
and twenty-one barges having become fully depreciated by the end of 1963. 


207. Park Steamship Company Limited. This Company was incorporated in 1942 under 
the Companies Act, 1934, for the purpose of supervising the operation of Crown-owned 
cargo vessels. The ‘Park Fleet” was sold in 1946-47 and since then the activities of the 
Company have been confined to the settlement of occasional claims for compensation by 
seamen for injuries sustained during previous service. These activities have been performed 


by the staff of the Canadian Maritime Commission. 


Last year we observed that no claims for compensation had been received during the 
previous two years and suggested that the Company’s charter be surrendered. It 1s now 
observed that on January 6, 1965 the Governor in Council authorized the Company to be 
wound up and the Crown to assume the liability for possible claims. 


208. Polymer Corporation Limited and subsidiary companies. Polymer Corporation 
Limited was incorporated in 1942 under the Companies Act, 1934, pursuant to the provi- 
sions of section 6 of the Department of Munitions and Supply Act, 1939, ¢.3. The Company, 
with its head office in Sarnia, Ontario, produces synthetic rubbers and chemicals. At 
December 31, 1964 there were three wholly-owned subsidiary companies, S.A. Polysar 
Belgium N.V., Polysar Nederland N.V., and Polysar International S.A., and one subsi- 
diary, Polymer Corporation (SAF), in which Polymer held a 95% equity. 


The equity of the Crown in Polymer Corporation Limited and its subsidiary com- 
panies at December 31, 1964 amounted to $90,442,000, consisting of capital stock of 
$30,000,000 and retained earnings of $60,442,000. During the year dividends of $4,000,000 
were paid to the Receiver General, compared with $3,250,000 in the previous year. 


The Company is continuing to expand its participation in synthetic rubber projects 
in Mexico and South Africa. At the year-end, its investment as a minority shareholder in 
the capital stock of the companies responsible for these projects amounted to $2,784,000 
compared with an investment of $220,000 at the end of the previous year. 


Net additions to fixed assets during the year amounted to $4,970,000. In Sarnia, 
additional real estate was acquired, latex producing facilities were enlarged, and modifica- 
tions were made to the resin facilities. In France and Belgium, improvements were made 
to production facilities. The Company estimates that $14,236,000 will be spent for the 
acquisition of capital assets during the year ended December 31, 1965. 


During the year the Company borrowed U.S. $5,000,000 ($5,400,000), repayable 
1969-73, and B.Fr. 100,000,000 ($2,162,000), repayable 1969-77, being the balance of a 
loan negotiated in the previous year. 
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The following is a summary of the operations of the Company and its subsidiaries for 
the past two years: 


Year ended December 31 


1964 1963 
SOE Bi aI Me id lA LO is le Aa I AL $ 113,864,000 $ 97,460,000 
SUERG SSG SH TCG ac erslatad ly A ld 427 ,000 346 , 000 


114,291,000 97,806,000 


SROSOU LENS Eee a a 92,288, 000 76,576,000 
Selling, administrative and research ORIN oa doedoou mone Be 8,268,000 6, 688,000 


100,556, 000 83 , 264,000 


Net income before provision for income tax................. 13,735,000 14, 542,000 


E Te aviomionaneometanee 0802, )..................... 4,293,000 5,480,000 
Net income before minority shareholder’s interest.......... 9,442,000 9,062,000 
Minority shareholder’s interest........................... 8,000 76, 000 
ee ee $ 9,450,000 $ 9,138,000 


| The increase of $16,404,000 in sales was achieved under highly competitive marketing 
conditions and an increasing incidence of protective measures taken by other countries. 
The increases of $15,712,000 in cost of sales and $1,580,000 in selling, administrative and 
| research expenses were mainly attributable to the larger sales volume and the introduction 
of new products, the initial costs of which were comparatively high. In computing taxable 

income for the years 1961 to 1964 inclusive, the Company took advantage of capital cost 
allowances permitted under the Income Tax Act which were in excess of depreciation 
charged in the accounts. The effect of this procedure was to defer payment of income tax 
| totalling $3,870,000 until future years when depreciation charges may be in excess of 
capital cost allowances. 


i 


209. The St. Lawrence Seaway Authority. Established by the St. Lawrence Seaway 
Authority Act, R.S., ¢.242, the Authority maintains and operates the Canadian section of 
the 27-foot deep waterway between the Port of Montreal and Lake Erie. The section of 
the Seaway in the United States is operated by the Saint Lawrence Seaway Development 
Corporation. In accordance with an agreement made in 1959 between Canada and the 
United States, revenues from tolls are divided between the two Seaway entities in propor- 
tion to their annual costs of operation and maintenance, interest charges and repayment 
of loans. 

| @ The Authority also operates non-toll canals at Lachine, Cornwall and Sault Ste. Marie, 
the net operating cost being provided for by annual parliamentary appropriations. 

| ~ The Authority is a corporation consisting of a president and two other members. Its 
read office is at Ottawa, with operating headquarters at Cornwall and regional headquarters 
vt St. Lambert and St. Catharines. 
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The Crown’s equity at December 31, 1964 is shown on the Authority’s balance sheet 


as follows: 


Capital assets transferred from Department of Transport (Welland Canal) 


Loans under section 25 of the Act: 


Interest-beariig «<<. .% vse ae + sien soos aig eee ot os eee meee iene 
Tmterestatree wsss crskelies, fcucee Gyeis GeO po Gleb ate Conatig okertt-igl ot Rete geee colons ten st Monee eee oa has 
Tnterest on loans—delerred. 6. i. ..2 50206 occ css oo oem» palit ereare green eiarar ae 


Dac hiv isd DYsviterkhs 4 seals ois cir obi o mount AEE, SO ei ee a Re Oe 


The following is a summary of the income and expense of the Authority for the past 


two years: 
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$ 130,717,000 


348 , 500 , 000 
6,000 , 000 
78,997 ,000 


564,214,000 


65, 107,000 


$ 499,107,000 


Year ended December 31 


1964 


Income— 
4.0) | pane Achy rioters Ai ek Mine a ea onder erika conic.b Ceo A < $ 13,544,000 
The Seaway International Bridge cyanea Ltd.—net income 199,000 
(Gia cv eh nceleig§ ART aM tine ical reer NE BOT AERER Toco ree Phere (eek Nae 1,307,000 
15,050,000 
Expense— 
Operation and maintenance, «i505 5.060 seats sie seen ete sie 7,895,000 
Resional administrations .7..coe eee eek nie ne eat 741,000 
Headquarters Administrations seen ec ce rere seer ene te ears re 1,274,000 
HN @ineen nes oa.cctece Ghinevds ote Ree ees oe a ee 833 ,000 


Less portion allocated to 


10,743,000 


Non=tolltcanalse.cexaetiots on tn eter eterna heh ieee nae 355,000 
Constructions sshd iether diet eu Oe eee 785 , 000 
1,140,000 
9,603 , 000 

Net operating income before providing for interest and for replace- 
ment OL mechinery and equipmentyce..<e 6.10072 eee 5,447 ,000 
Interest on loans from the Government of Canada.............. 18,064,000 
Provision for replacement of machinery and equipment......... 865, 000 
18,929,000 
Gt JOR sie oe cSicte otis Cab alte Be ceaae alee eae a eee $ 13,482,000 


Tolls for the transit of the Welland Canal were suspended by the Government in Jul: 


1963 


$ 10,730,000 
193,000 
1,122,000 


12,045,000 


6,231,000 
700,000 
1,207,000 
577 , 000 


8,715,000 


462,000 
283 , 000 


745,000 


7,970,000 


4,075,000 


16,804,000 
961,000 


17,765,000 


A 


13,690, 000 


1962. The resulting loss in revenue for 1964 was estimated at $2,200,000. 
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The extent by which revenues in 1964 fell short of meeting operating expenses, interest 
charges and provision for replacement of machinery and equipment in each of the two 
sections of the waterway and of the North Channel Bridge is shown in the table below. It 
should be noted that the figures do not include provision for the amortization of loans of 
$326,700,000 in respect of the Montreal-Lake Ontario Section which the Act requires to 
be paid out of earnings by December 31, 2009. However, deferred interest for the year 1961 
was reduced by payment of $5,289,000. 


Montreal- North 
Lake Ontario Welland Channel 
Section Section Bridge Total 
ra EEE BB ee $ 13,544,000 §$ = $ — $ 13,544,000 
Binerancome. The eo ia) 366 , 000 941,000 199,000 1,506,000 


13,910,000 941,000 199,000 15,050,000 
Expenses of operation, maintenance and 


ermimistra tions! WA) CM i en 3,287 ,000 6,316,000 — 9,603,000 
Net operating profit (loss)............. 10,623,000 (5,375,000) 199,000 5,447,000 
Enterest.on Joang sy. dud ne) QL 14,999,000 2,620,000 445,000 18,064,000 
Provision for replacement of machinery 

aucequioment.....:: fen ee! Be 448 ,000 407 , 000 10,000 865,000 


15,447,000 3,027,000 455 , 000 18,929,000 


ESS OE Se Ss $ 4,824,000 $ 8,402,000 $ 256,000 $ 13,482,000 


On the Montreal-Lake Ontario Section, the net operating profit of $10,623,000 com- 
pares with a profit of $7,954,000 in 1963, $6,206,000 in 1962, $5,920,000 in 1961, $5,245,000 
in 1960 and $6,019,000 for the nine-month period in 1959. On the Welland Section, the net 
operating loss of $5,375,000 compares with a loss of $4,072,000 in 1963, $2,976,000 in 1962, 
$2,361,000 in 1961, $1,716,000 in 1960 and $614,000 in 1959. 


Toll revenues of the Authority for six full navigation seasons have been substantially 
less than had been anticipated by the Tolls Committees in 1958, as shown below: 


Montreal-Lake Ontario 


Section Welland Section 
Anticipated Actual Anticipated Actual 

UTE a A Oe $ 9,301,000 $ 7,105,000 $ 2, 060,000 $ 1,224,000 
Oe PPA entry oe ce ins Specs cn, Af 10,789,000 7,156,000 2,215,000 1,326,000 
SU Se a ae 12,277,000 8,086,000 2,369,000 1,462,000 
lo oe aeetalitigt elaaieetelimaam 13,765,000 8,914,000 2,575,000 642 ,000* 
Te yap gel ie Ral tela a a 15,254,000 10,730,000 2,730,000 — 

US: | Gs FORD OE 16,370,000 13,544,000 2,833,000 — 


$ 77,756,000 $ 55,535,000 $ 14,782,000 $ 4,654,000 


*Tolls for the transit of the Welland Section were suspended as of July 18, 1962, 
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Under the provisions of section 16 of the St. Lawrence Seaway Authority Act, tolls are 
to be “designed to provide a revenue sufficient to defray the cost to the Authority of its 
operations”, which costs are defined as including payments in respect of the interest on 
amounts borrowed by the Authority and amounts sufficient to amortize the principal of 
amounts so borrowed over a period not exceeding fifty years. The original conditions under 
which loans were made to the Authority under section 25 of the Act required the payment 
of interest only, in the first three full years of operation (through the year ending December 
31, 1962) and thereafter payment of annual amounts sufficient to amortize over a period of 
forty-seven years (or by December 31, 2009) all loans and interest thereon. The terms of 
the Authority’s financing arrangements were amended in 1961, in 1963, and again in 1964 
and now call for repayment of all interest-bearing loans together with interest previously 
deferred and all other interest accrued or accruing up to December 31, 1966, together with 
current interest thereon, in forty-three equal annual instalments commencing December 
riled 43) Oy 

At December 31, 1964 the Authority’s indebtedness to the Government of Canada 
amounted to $433,497,000, represented by interest-bearing loans of $348,500,000, interest- 
free loans of $6,000,000 and deferred interest of $78,997,000. The accumulated deficit from 
operations totalled $65,107,000, an increase of $13,482,000 for the year. 


Some measure of relief to the Authority from this financial burden, caused in part by 
the suspension of tolls on the Welland Section in 1962, was obtained when Parliament 
provided for (a) the conversion as of January 1, 1965 of $21,800,000 of the Authority’s 
indebtedness pertaining to the Welland Canal to an interest-free loan, and (b) the payment 
as of January 1, 1965 to the Authority of $27,073,000 in respect of the accumulated Welland 
deficit incurred by the Authority for the calendar years 1959-1964. Future annual operating 
losses of the Welland Section are expected to be met from parliamentary appropriations. 


Following refinancing of the Welland Canal debt as at January 1, 1965, the Authority’s 
indebtedness on the Montreal-Lake Ontario Section of the Seaway amounted to 
$362,832,000. If the Authority is to meet its obligations under the Act it will require average 
annual revenues of $22 million. Tolls and other income on the Montreal-Lake Ontario 
Section in 1964 amounted to only $14 million. 


The agreement made in 1959 between the Authority and the Saint Lawrence Seaway 
Development Corporation established a joint tariff of tolls for the St. Lawrence Seaway. 
The agreement provides that the division of tolls revenue derived from the operation of the 
St. Lawrence River Section of the Seaway shall be initially 71% to the Authority and 29% 
to the Corporation, provided, however, that these percentages shall be adjusted from time 
to time so that the Authority and the Corporation shall receive a proportion of the tolls 
in the ratio of their respective annual charges for operation, maintenance, interest and 
retirement of debt to their combined annual charges in respect of that portion of the Sea- 
way. 

Calculations made by the Authority in accordance with the formula contained in the 
agreement indicate that the Authority should be receiving 73% of the tolls revenue and 
the Corporation 27%. Negotiations begun in 1963 with the Corporation to effect an adjust- 
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ment in the division of this revenue have not yet been concluded. If the tolls revenue for 
the 1964 season had been shared on the basis of adjusted percentages, the Authority’s 
portion would have been greater by $380,000. 


Under the 1959 agreement, the Authority and the Saint Lawrence Seaway Develop- 
ment Corporation were to report to their respective Governments by July 1, 1964 on the 
adequacy of the tariff of tolls to provide sufficient revenue to meet their operating costs 
and financial obligations. However, the Governments of Canada and the United States 
agreed to defer the date on which the entities were to report from July 1, 1964 to July 1, 
1966. The Governments agreed that the joint review of the tariff of tolls is to be continued 
and that, at the conclusion of the two-year extension, tolls proposals are to be related as 
realistically as possible to the financial requirements of the Seaway entities. 


The costs of operating and maintaining the canals and works under the administration 
of the Authority are defined in paragraph (c) of section 16 of the St. Lawrence Seaway 
Authority Act as including all operating costs of the Authority and such reserves as may 
be approved by the Minister. The Authority is of the opinion that it is not necessary to 
include depreciation as an element of operating and maintenance cost and that the amorti- 
zation over the fifty-year period of the principal of the amounts borrowed, together with 
interest, as required by subsections (a) and (b) meets the requirements of the Act. Accord- 
ingly, no provision for depreciation has been included in the costs of the year. 


Provision was made during the year for the cost of replacing machinery and equip- 
ment, including lock, bridge and building machinery and equipment, in the amount of 
$865,000. The Reserve for Replacement of Machinery and Equipment as thus augmented 
amounted to $4,822,000 at December 31, 1964. No provision has been made in the accounts 

_ for the replacement of buildings, lock gates and lock and bridge structures. The Authority 
considers that these Seaway works can be maintained in working condition at all times 
under its maintenance program. 


' 


In the payment of grants in lieu of taxes, the Authority is guided by the practices of 
the Municipal Grants Division of the Department of Finance. When canal lands were 
transferred from the Department of Transport to the Authority in 1959, the Authority 
continued to pay grants in lieu of taxes on the properties transferred to it according to the 
| valuations previously established and agreed upon with the municipalities by the Municipal 
Grants Division. The areas on which grants have been made include all lands under the 
: Authority’s control, whether firm lands, artificially flooded lands, part of the bed of the 
canal or part of naturally submerged lands. Increased assessments have been accepted 
from time to time on various canal lands based on averaged value of adjoining firm lands 
“some one thousand feet on both sides. The Authority pays approximately $30,000 in annual 
grants in lieu of taxes on land covered by water at the Lake Ontario and Lake Erie entrances 
to the Welland Canal and at the St. Mary’s River entrances to the Sault Ste. Marie Canal. 
In 1964 accepted valuations for submerged lands at the Welland Canal entrances totalled 
$359,612 including $292,809 for 46.7 acres (over half of which is said to be naturally sub- 


Merged) at $6,270 per acre. 


In the course of our audit, a question was raised concerning the payment of grants on 
submerged lands. The members of the Authority have decided that the Authority will 
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continue to pay grants on naturally submerged lands at the valuations previously accepted, 
but that no further increase in valuation for these lands will be accepted. A decision has 
yet to be reached by the Authority with respect to other lands covered by water. 


In 1956 an arrangement was made between the Authority and three municipalities 
whereby the municipalities would contribute $250,000 towards the cost of extending the 
collector sewer which was then being constructed as the main part of the Authority’s 
remedial works on the south shore of the St. Lawrence River. In 1961 two of the three 
municipalities passed official resolutions to accept the 1956 proposal and to share in the 
$250,000 contribution. The sewer extension was completed in 1963 at a cost of $480,000 
and the municipalities were billed in February 1964 for their contribution. No payment 
has been received by the Authority from the municipalities, two of which are said to be 
under trusteeship of the Province of Quebec because of financial difficulties. 


Following the initial reports of a firm of traffic management consultants who were 
engaged to study the cause of traffic congestion on the Welland Canal, plans for the imme- 
diate twinning of the single locks of the Welland Canal, which had been announced in 
connection with the amendment to the St. Lawrence Seaway Authority Act to provide 
$180,000,000 for the twinning of the locks, were revised and a decision was made to imple- 
ment those recommendations of the consultants which would reduce delays and increase 
the capacity of the canal at the earliest date. An increase of 40% in capacity is expected 
by the opening of the 1967 navigation season as a result of changes proposed by the con- 
sultants, compared to the previously announced 60% increase expected from the twinning 
of the locks. 


Order in Council P.C. 504 of March 1, 1932 provided for the construction by the 
Beauharnois Light, Heat and Power Company and transfer to the Crown of a canal suitable 
for navigation. The canal was conveyed to the Crown in 1932. 


Under the terms of a 1932 agreement drawn in accordance with the provisions of the 
Order in Council, the Company, which has since been taken over by the Quebec Hydro- 
Electric Commission, is responsible for certain operating and maintenance expenses of the 
canal. In 1959 this canal became part of the St. Lawrence Seaway and the Authority 
incurred costs which were recoverable from the Commission. 


In 1964, the Commission paid the Authority $32,000 to cover the maintenance costs 
for the years 1959, 1960 and 1961. As to the costs for 1962 and 1963 amounting to $23,000, 
and subsequent years, the Commission stated that, by virtue of provincial legislation passed 
in 1962, it did not feel there was any obligation on its part to cover the costs incurred by 
the Authority under the 1932 agreement. The legislation is Chapter 27 of the Statutes of 
Quebec, 1962, being an Act to dissolve Beauharnois Light, Heat and Power Company. 
Section 3 of the Act reads: 


The Quebec Hydro-Electric Commission shall carry out all the contracts legally en- 
tered into by Beauharnois Light, Heat and Power Company and still in force, and shall 
perform all the obligations thereof. 


Nothing in this section, however, shall oblige the Quebec Hydro-Electric Commission 
to carry out any contract made between Beauharnois Light, Heat and Power Company 
and Her Majesty in the right of Canada, or to perform any obligation imposed by the latter. 
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We were informed that, in the opinion of the Authority, the balance remains payable 
since the Commission’s obligation as successor to the Beauharnois Light, Heat and Power 
Company was not affected by the provincial Act dissolving the Company. 


Settlement of the outstanding issues with respect to the Beauharnois Canal now 
appears to rest with the federal and provincial governments. 


The following table summarizes for the past two years the expense, income and capital 
expenditures relating to the non-toll canals operated or administered by the Authority: 


Year ended December 31 


1964 1963 
Expense— 

Operation and maintenance —.........................,. $ 1,837,000 $ 2,860,000 
Grants in lieu of SMUMCID AL ARC ss. ete ccna ce... 421,000 638, 000 

Portion of Authority’s administration and engineering expenses 
applicable to non-toll canals......00.....0....0.......... 355 , 000 462,000 
2,613,000 3,960,000 
Income from rentals, wharfage, ete. (2... 06.2.0 625 , 000 559 , 000 
Se ne, ete ed OL 1,988,000 3,401,000 
SUNY SGT TTT Ine er 293 , 000 164,000 


Operating deficit and capital expenditures (recovered from parlia- 
BeBe APRTODTIAM ONS a) ooh a oealy « Ydacas cs boc. cn, $ 2,281,000 $ 3,565,000 


The decrease of $1,347,000 in expense for 1964 was due mainly to the non-recurrence 
of the following items charged in 1963: (a) special grants of $473,000 to municipalities 
for assuming responsibility for part of the Welland Feeder Canal that had not been used 
for navigation since 1924; and (0) repairs to two bridges over the Lachine Canal at a cost 
of $508,000. Grants in lieu of taxes amounted to $421,000 compared with $638,000 in 1963 
when retroactive payments were made. 


In 1959 the administration of the Cornwall Canal was transferred from the Depart- 
ment of Transport to the Authority which then assumed responsibility for payment of 
grants in lieu of taxes to the City of Cornwall. In J anuary 1965 it was discovered that a 
parcel of land expropriated in 1955 had been taken into account twice by the Authority 
in calculating the grants, with the result that the City of Cornwall had been overpaid 
$130,000 over a period of five years. Negotiations for recovery are still in progress. 
| Properties transferred in 1959 from the jurisdiction of the Department of Transport 
‘0 that of the Authority included ‘that portion of the Ontario-St. Lawrence Canals 
‘emaining in service after the flooding of the pool above the power dam at Cornwall”. No 
‘ormer canal remains in service above the dam, but the Authority, for the convenience of 
‘he Department of Transport, administers certain properties above the dam and charges 
he expenditures incurred to the appropriation provided to the Authority for the operation 
if the non-toll canals. The major expenditure, amounting to approximately $6,000, is for 
mnual grants paid to three municipalities in lieu of taxes. 
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Capital expenditures of $293,000 include $282,000 for the purchase of a property with 
frontage on Cornwall Canal land. A reference to this expenditure is contained in paragraph 
125 of this Report. 


210. The Seaway International Bridge Corporation, Ltd. This Corporation was incor- 
porated in 1962 under the Companies Act, pursuant to section 24A of the St. Lawrence 
Seaway Authority Act, as a subsidiary of The St. Lawrence Seaway Authority for the pur- 
pose of operating and managing the international toll bridge between Cornwall, Ontario, 
and Rooseveltown, New York, on behalf of the owners, T he St. Lawrence Seaway Authority 
and the Saint Lawrence Seaway Development Corporation (a United States Government 
corporation). The Seaway entities have an equal interest in the assets of the Corporation 
and each has four representatives on the Board of Directors. 


Under the terms of the bridge operating agreement between the Authority and the 
Saint Lawrence Seaway Development Corporation, the annual income from operation of 
the bridge system, after payment of operating expenses, is to be applied first towards the 
amortization of the cost of the North Channel Bridge, together with interest, after which 
the balance of the income is to be divided equally between the Seaway entities. 


The following is a summary of the Corporation’s operations for the last two years: 


Year ended December 31 


1964 1963 

Income— 
IBridee tollshysssci sericea het er nen $ 371,000 $ 367,000 
Ott iis, Saconape ans eee ted a dias dle eee seeha es re 15,000 20,000 
386 , 000 387 , 000 

Expense— 
Salaries, wages and employee benefits.............0+.eeeeees 119,000 113,000 
Rentalrot tollcollection amachinesheer ss eircom rr 13,000 13,000 
Maintenance materials and services............-2.eeceeeeeee 11,000 15,000 
Grantan lewsof municipalitaxes mame. eb nr aero 11,000 11,000 
A AVGTEISIING chs 2 Gasset cae Aacen eres TCR TO Rites ate ae 9,000 14,000 
Others scabds sic vale» a as Ee ae ee ae ee eee ae 24,000 28 , 000 
187 ,000 194,000 
Net income—transferred to The St. Lawrence Seaway Authority. $ 199,000 $ 193,000 


The amount of $199,000 was transferred to The St. Lawrence Seaway Authority to 
be applied towards the amortization of the cost of the North Channel Bridge, together 
with interest, leaving an unamortized balance of $9,140,000 at December 31, 1964. It will 
be noted by reference to paragraph 209 that the amount transferred did not cover the 


interest charges of $445,000 for the year on the indebtedness of the Authority with respect 
to the North Channel Bridge. 
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Departmental Operating Activities 


211. Our Reports for several successive years have pointed out that although the 
Financial Administration Act requires that Crown corporations prepare specified state- 
ments of accounts annually, there is no statutory direction respecting the preparation of 
appropriate financial statements by departments and hon-corporate agencies engaged in 
trading or servicing activities. The usual procedure has been to confine reporting to the 
inclusion of the revenue from such activities among the other items of revenue in the 
Public Accounts, while the expenditure reporting has been associated with the relevant 
parliamentary appropriations. Where Parliament has authorized the operation of revolving 
funds for the purpose of acquiring and managing Stores, etc., statements summarizing the 
transactions in the funds are also included in the Public Accounts. 


Over the past several years we have expressed the view that Parliament should be 
provided with clearer information concerning the actual financial results of departmental 
trading and servicing activities. To that end, and without necessarily disturbing the 
bases of reporting presently followed, we have stressed the desirability of including in the 
Public Accounts financial statements for the various activities showing the overall results 
of operations clearly and concisely. The statements contemplated would be on the accrual 
basis and include charges for the amortization of building and equipment costs, interest on 
funds employed, the value of services provided without charge by other departments, ete. 
The form of presentation would permit a reconciliation between the operating results on 
this basis and those recorded on the cash basis. Also contemplated is the preparation of 
balance sheets to show the financial position of the activities at the year-end. The Audit 
Office would be prepared to examine and certify such statements. 


Our view received the support of the Public Accounts Committee which in its Fifth 
Report 1961 stated that “it would be desirable, in order that members have a clear under- 
Standing of the true financial results of departmental trading or servicing activities, were 
overall financial statements included in the Public Accounts without undue cost or staff 
increases’. Again, in its Fourth Report 1963 the Committee reiterated this belief and the 
Auditor General was requested “to continue to keep development of this objective under 
close surveillance and to report to the Committee in due course’’. (See Appendix 1, item 2.) 

The Royal Commission on Government Organization also pointed out that the appro- 
priation accounts kept on a cash basis do not adequately reflect the financial results of the 
operating activities carried on by many departments. The Commission recommended that 
the financial results of departmental operating activities be prepared and presented in a 
more informative manner, not only to assist Parliament but also to aid management in the 

control of its costs. 

The paragraphs which follow illustrate how a number of the larger departments and 
agencies involved in trading or servicing activities have already reached or are progressing 
towards the development of financial statements along these lines. It will be noted that 
the publishing activities of the Queen’s Printer have been treated separately from public 
printing and stationery activities. The latter, formerly the responsibility of the Department 
of Public Printing and Stationery, are now the responsibility of the Department of Defence 
Production. 
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212. Agricultural Products Board. This Board operates under the authority of the 
Agricultural Products Board Act, R.S., c.4, and consists of a chairman and two members 
appointed by the Governor in Council. The Act empowers the Board, under the direction 
of the Minister of Agriculture and subject to approval of the Governor in Council, to buy, 
sell, or import, and to store, transport or process agricultural products. The Agricultural 
Products Board Account was established in the Consolidated Revenue Fund in accordance 
with section 5 of the Act and all financial transactions of the Board are recorded in this 
Account. The Board’s activities are administered by personnel of the Department of 
Agriculture and the members of the Board also serve on the Agricultural Stabilization 
Board. 

In response to the recommendation of the Public Accounts Committee in its Fifth 
Report 1961, overall financial statements, including the estimated cost of major services 
provided without charge by government departments, were prepared by the Agricultural 
Products Board. These have been examined and certified by us and are to be found in the 
Public Accounts (Volume II, pages 1.36 to 1.38). 

The proprietary equity of the Government of Canada at the year-end was represented 
by inventories, at cost, consisting of : 3,735,000 pounds of dry skim milk valued at $473,000; 
and 229,000 dozen whole eggs and 177,000 pounds of dried eggs valued at $274,000. 


A summary of the results of operations for the years ended March 31, 1965 and 1964 


follows: 
Year ended March 31 


1965 1964 


Sales—Dry skimmiillkes nike s earns clasia dwidies oe sits ar tone shee a $ 2,505,000 $ 2,088,000 
Cost of sales— 
Tniventory, Aen i nwin ne eters se teers ary ors ye ere or sneer reese 453 ,000 1,195,000 
Purchases aid: oe Oe ae gs conten ete: teint 3,026 ,000 2,240,000 
Storage sid see hese Seid ots Salo pia tare eben fg a a phemer e gece enenen 36,000 78,000 
Processing Coste. t/\enbe a dedelenye os cgieeoen © amaipls Orme ie 35,000 = 
3,550,000 3,513,000 
Less? Inventory? Marchigl....ciscu. cs + ose ee ere tee 747 ,000 453 , 000 
2,803 ,000 3,060,000 
Net toss*on sales. .22 1820054 fous Goes © eden oe canner aieee 298 ,000 972,000 
Freigiite cantace, samc limon str. ctehambeeet eee ere chet tete tailor tere 2,000 32,000 
Estimated cost of major services provided without charge by 
government departments: 
Interestron workinetcaprtale sry etaeieestd-tetekett date iterate toa 39,000 82,000 
JANG lo beVisine HHO) UAMOMAE EN Ee cd Sto a CACO saSeOe Taso gto ASS 5,000 5,000 
Accounting and cheque issue... amen ces cee sees 2,000 2,000 
46 ,000 89,000 
OCB TEE 3 sy aanr's oh hic Bie Si girs Base Ie AE SRS ee eae an 6 $ 346,000 


$ 1,093 ,000 
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The loss for the year was met to the extent of $300,000 by funds provided by Depart- 
ment of Agriculture Vote 85d, and to the extent of $46,000 by major services provided 
without charge by government departments. 

Only two agricultural products, first grade dry skim milk and grade A eggs, were 
purchased during the year. The Board purchased 25,340,000 pounds of dry skim milk, at 
eleven cents per pound, from exporters and resold the product, at a lower price, to the 
Same exporters without taking possession. Payment of the differential of four cents per 
pound on 1,408,000 pounds and one cent per pound on 23,932,000 pounds, aggregating 
$296,000, was made to the relative exporters on presentation of export documents. The 
Board’s stock of dry skim milk declined by 119,000 pounds which was sold to the Depart- 
ment of External Affairs for donations to other countries. The eggs were acquired as part 
of the World Food Program and none were sold. 


213. Agricultural Stabilization Board. The Agricultural Stabilization Board was 
established by the Agricultural Stabilization Act, 1957-58, c. 22, and has the responsibility 
for stabilizing prices of agricultural commodities at levels bearing a fair relationship to 
their cost of production. Stabilizing measures take the form of either the purchase of 
commodities at prescribed prices, or payment to producers of amounts by which prescribed 
prices exceed those determined by the Board to be the average prices at which commodities 
are currently being sold, or payments to processors for the benefit of producers. Pursuant 
to the Act, the Agricultural Commodities Stabilization Account was established in the 
Consolidated Revenue Fund and finances the activities of the Board, except for ad- 
ministrative expenses which are met through annual parliamentary appropriations. 


The proprietary equity of the Government of Canada at the year-end of $21,834,000 
was represented by inventories, at estimated market value, consisting of 44,555,000 pounds 
of butter, $21,961,000, and 3,650,000 pounds of pork, $1,102,000, offset in part by advances 
from customers and accounts payable aggregating $1,229,000. 

For a number of years the Board experienced a mounting surplus in stocks of butter 
since very little opportunity was found for substantial export sales. However, during 1964 
generally poor production conditions prevailed in Europe. It was thus possible to dispose 
of the residual stocks accumulated from 1958 to 1962 to the extent that the inventory of 
butter decreased by 102.2 million pounds from the 146.7 million pounds held on March on; 
1964. 


The results of the Board’s activities for the year ended March 31, 1965 are summarized 
as follows: 


Trading operations— 


Pome OU MEGdUChS Sold... sof ods eve ee bee bbewee o  k $ 92,799,000 
Revenue from sales...... RARER hone ece cuaicicr el nere CE eR ee eee 80 , 622,000 

ENS ee oe ee 12,177,000 
Cost of products destroyed Dyeing a eee era eee in. SA he 87,000 


$ 12,264,000 
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—by commodities— 


Sales Cost of Sales Net loss 
Butters $ 71,633,000 $ 83,111,000 $ 11,478,000 
Pores es. 193,000 273,000 80, 000 


Cheeses cs igee « 8,796,000 9,502,000 706 , 000 


$ 80,622,000 $ 92,886,000 $ 12,264,000 


Deficiency payments— 


Biggs) fai. Uk AR 46 dicta ea ttond Ste aA reo = 2s Mee nena 986 , 000 
Witvelee a eee en MN! 2 tA orn om Comore Mom r enn C OOS Get 553,000 
Souricherriesis.s na peace Ore eee ok Eee eres 300,000 
Clits Pen ah MG ae Gea ai pe oor enone mo colon Sox 1,000 
_ 1,840,000 
Payments for stabilization of prices— 
Butterfat convent Of milikvandiereaiiyne sewer rie plein e tert eer 35, 497 , 000 
Milkaisedifor:cheddarm cheeses smeiractie am meres Mal eeiencnen tena 4,339,000 
Miriedecasevmanducasecinates ai ee west atten neice iien ene nea 1,941,000 
—_——_—— 41,777,000 
Estimated cost of major services provided without charge by 
government departments— 
Interest onsworkine capital sere ena te ee ene 4,815,000 
A CIVAIMISTT ATO eeteen cn eiee Chere Sieh keen ae eon CRe oer 564,000 
ACCOUNLING ne cca etre ce crn terecate eit st een er feeeter neat 182,000 
ACCOMMOCB TION seacre ce tee Sie CRO e oe Roe EIS tne 33 , 000 
Contribution to Public Service Superannuation Account..... 16,000 
Carryinevomiranked smailen mer are oer tr reas 7,000 
Employee surgical-medical insurance premiums............ 1,000 
Employee compensation payments............-.....0000- 1,000 
— 5,619,000 
Net loss for thé year)... 2 vstn amin aee ae oat nee ee $ 61,500,000 


The loss for the year together with the balance of loss of $2,555,000 brought forward 
from the previous year was met to the extent of $57,118,000 by funds provided by De- 
partment of Agriculture Vote 80d, and to the extent of $5,619,000 by major services 
provided without charge by government departments. The balance of the loss, $1,318,000, 


was deducted from the proprietary equity of the Government of Canada on the balance 
sheet of the Board. 


During the year, two fires occurred in warehouses containing Board products and 


losses of butter valued at $23,000, and pork valued at $64,000, were charged to trading 
operations. 


Toward the close of the year, the Board received reports of thefts involving 64,000 
pounds of butter valued at $33,000 stored in warehouses located in the Province of Quebec. 
The Board obtained a legal opinion to the effect that under circumstances of forcible entry, 


the warehouse proprietors would not be liable. This loss will be written off as a charge t0 
operations in the ensuing year. 
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214. Airport operations. The capital investment of the Department of Transport in 
airports as at March 31, 1965 was $629,007,000 compared with $605,596,000 at the same 
date in the preceding year, a net increase of $23,411,000 for the year. 


The revenue from civil aviation airport operations for the year amounted to $22,441,000 
compared with $16,971,000 for the preceding year. Details of this revenue, together with 
comparable figures for the preceding year, are as follows: 


Year ended March 31 


1965 1964 
Aircraft landing fees— 
POSE OD, ES a Os) ie ee es $ 3,822,000 $ 3,609,000 
BALE OC RuC rennet. a lie Re Gy Nabe. oO! 6, 243,000 3,478,000 
Peace voter Me aa £0 Mel wuiie tweet 992,000 992,000 
Other eh pam OC RIM Jt) Vo eeevi io yt 27,000 15,000 
11,084,000 8,094,000 
Rentals— 
Office, shop and garage SOE eh ts trend oo Ocean SRE ee 2,298,000 1,425,000 
EIFS CS So top aN Rian Oe le a eR 364,000 361,000 
EN COE? Gaiaios 540-0 Ca rr 173,000 183,000 
EET LS be TR AT aaa GS a 1,189,000 1,036,000 
4,024,000 3,005,000 
Concessions— 
ORO ee 2,063 , 000 1,927,000 
So OUR ohooh ne dsdibcaisiossa cobs ice cccene. 3,160,000 2,200,000 
5, 223,000 4,127,000 
PMincellameous revenue lM... oie seierv'vv'e viv'elee cece es cee, 2,110,000 1,745,000 


RPV CUNG Rb Whe 2 60 oie ss fa iioosccacaces sc... $ 22,441,000 $ 16,971,000 


The provision for “Airports and Other Ground Services—Operation and Maintenance” 
(included in Department of Transport Vote 35) was charged with expenditures totalling 
$24,114,000 for the year 1964-65, an increase of $3,833,000 over the corresponding figure 
of $20,281,000 for the preceding year. The excess of expenditure (excluding new construc- 
jon) on airways and airports over the revenue received was therefore $1,673,000, a de- 
srease Of $1,637,000 from the preceding year’s figure of $3,310,000. 


_ The results thus recorded are on a cash basis and do not include any provision for 
‘mortization of airport construction costs, interest on funds employed, or other costs such 
Sa portion of the expenditure charged as air services administration, which would have 
0 be taken into consideration if the actual net costs of civil aviation airport operations 
vere to be determined. The Department does, however, maintain accounts on an accrual 
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basis for its operations at 17 of the major airports, which together account for approxi- 
mately 91% of the revenue from civil aviation airport operations, and prepares therefrom 
periodic financial statements for management purposes. A consolidation of these state- 
ments, which includes a provision for depreciation of civil aviation facilities (though not 
for the other costs referred to), for the year ended March 31, 1965 is given as an appendix 
to the Departments section in Volume II of the Public Accounts. 


215. Board of Grain Commissioners for Canada. This Board operates under the 
authority of the Canada Grain Act, R.S5., ¢. 25, and is composed of a chief commissioner 
and two other commissioners appointed by the Governor in Council. The Board has 
jurisdiction to inquire into any matter relating to grading, weighing and storage of grain, 
unfair or discriminatory operation of any elevator, and any other matter arising out of the | 
performance of the duties of the Board. 


The following is a comparative summary of the results of operations for the past two 
years: 


Year ended March 31 


1965 1964 


Expenditure— 
Salaries, allowances, ebC teers cr creiel eters cl tritetelteesinte raleler-rone ny $ 4,465,000 $ 4,496,000 
Contributions to Public Service Superannuation Account...... 260,000 249 ,000 
KETC emer ae een ey aT: ee eee eo eee natal a Goro eeglae wo & 189, 000 192,000 
gsi gs) ae NORE et ean Mis eos ort ig ems AMA a8 OOOO 148,000 158,000 
Prntinesandystatlomenyere sees oe tec) eet ee eLy oe 65 , 000 54,000 
Gj at -) eee nN CRPa aT ORIEMGRIN CAE) Mena CS Ricitlic Cot omtcer ions Uy iso cho 314,000 269 , 000 
5,441,000 5,418,000 
Revenue— 
IMS Pe CtlOnis ic SSE Ae SoG eo On CC ee ie 2,360,000 2,034,000 
Weelo ing 04. s.8 Sayre a eae Oa ee eae er en ae ee 1,159,000 1,005,000 
Resistrations and cancellationshesw ae ete eet een 67 , 000 58,000 
LACeN CES 3.42 -irye a Watines aon Ler ee Pee ee ee eee 28, 000 28 , 000 
OMULVOLI'Y rac Peace hy 5k io SM CaeE IIE ee ee 4,000 4,000 
3,618,000 3,129,000 
Excess of expenditure oyer revetlles..adeuee oe oo oars $ 1,823,000 $ 2,289,000 


The practice of sampling wheat in railway cars at Calgary, Edmonton and Winnipeg 


was discontinued during the year and sampling is now done at the Lakehead or tidewater. 
A slight reduction in staff has resulted. 


The fees chargeable for inspection and weighing services are, for the most part, based 
on volume of grain. The increased earnings from these services are attributed to the 
increase in the movement of grain due to the sale of wheat to Russia. 
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In previous Reports we have pointed out that the fees charged for the various services 
provided by the Board had not been revised since 1949, although the costs of performing 
these services had been steadily increasing. With effect from August 1, 1965, the fees to 
be charged for inspection and weighing services have been increased by 50% (see 
Appendix 1, item 12). 

Estimated costs, aggregating $294,000, for contributions to the Public Service Super- 
annuation Account and other employee benefits, which have been provided without charge 
by government departments, are included as expenditure of the Board. 


216. Canadian Government Elevators. The Canadian Government Elevators comprise six 
elevators, located at Moose Jaw, Saskatoon, Calgary, Edmonton, Lethbridge and Prince 
Rupert, and are managed and operated by the Board of Grain Commissioners for Canada 
under authority of section 166 of the Canada Grain Act, R.S., c. 25, and Order in Council 
P.C. 1372 of August 19, 1925. 


The proprietary equity of the Government of Canada in the Elevators at March 31, 
1965 was $11,115,000, represented by fixed assets costing $10,543,000, advances for 
‘ecoverable freight charges, $93,000, and working capital, $479,000. 


The following is a summary of the results of operations for the year with comparable 
mounts for the preceding year: 


Year ended March 31 


1965 1964 
Operating revenue— 

rose Sentara rere etnies cole, nd cd yctecorua dh. « $ 480,000 $ 558,000 
rs Or ee Pi LG oh sea ose en sc 446 , 000 343 , 000 
Cleaning....... ee et ee oe 143,000 91,000 
po ccungs ne eeerem eetel) SOO Lire wll to yon 102,000 75,000 
GS De Beret eetecie sad cosets « dexcesteee cad... 75,000 17,000 
ed eri ne ah os cesig os 51,000 20,000 
1,297,000 1,104,000 

| Expense— 
| ONESIES RS a ie 911,000 886 , 000 
| Eee Hel oltaxcans eek 10 Sh Ol! Sty Toots, 151,000 195,000 
| ae ete See eS ie eh teed h ede hy ae ye 96,000 84,000 
Maintenance—buildings, plant and equipment............... 72,000 149,000 
| em ROMewexnenmAn 71,000 59,000 
Contributions to Public Service Superannuation Account...... 51,000 58,000 
| Employees’ surgical-medical insurance and compensation...... 7,000 7,000 
cea: Gti OA staay triiyou. oA 49 ,000 35,000 
1,408, 000 1,473,000 


Operating loss, without provision for depreciation.............. $ 111,000 $ 369,000 
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Normal practice in the grain trade is to allow free storage for the first five days on 
all grains received. The rapid turnover of wheat resulting from the large volume of sales 
abroad was the main factor in the decline in revenue from storage. During 1964-65 the 
Elevators handled 2,420,000 bushels of rapeseed compared with 472,000 in the previous 
year. The rate for elevation of rapeseed is 53 cents per bushel whereas the rate charged for 
wheat is only 15 cents per bushel. The increased number of bushels of rapeseed handled 
during 1964-65 accounts for the increased revenue from elevation. The condition of the 
grains received, especially rapeseed, was such that exhaustive cleaning was required 


resulting in an increase in the revenue from cleaning and screenings. 


During 1963-64 grants in lieu of taxes were increased and the adjustment was made 
retroactive to January 1, 1961. The restoration of concrete bins was completed in 1963-64, 
at a cost of $86,000, and no extensive repairs were undertaken during 1964-65. 


The loss of $65,000 by the Lethbridge elevator was its twentieth consecutive annual 
loss. The accumulated deficits during this period have amounted to $885,000. 


Estimated costs, aggregating $58,000, for contributions to the Public Service Super- 
annuation Account and other employee benefits, which have been provided without charge 


by government departments, are included as items of expense of the Elevators. 


217. National Film Board. This Board was established in 1939 by the National Film 
Act, R.S., c. 185, for the purpose of initiating and promoting the production and distri- 
bution of films in the national interest. In accordance with section 18 of the Act, the 
National Film Board Operating Account in the Consolidated Revenue Fund has been 
credited with amounts provided by annual parliamentary appropriations for ‘“‘Administra- 
tion, Production, and Distribution of Films and Other Visual Materials” (National Film 
Board, Vote 1), with amounts transferred from appropriations of other government 
departments in respect of work undertaken for them, and with income from the sale and 
rental of films and other visual materials. All expenditures made by the Board have been 
charged to the Account, with the exception of expenditures on capital equipment acquired 
for its own use which have been charged to a separate appropriation. Included in the 
expenditures charged to the Account are the costs of capital equipment acquired for the 
Canadian Government Photo Centre in Ottawa, as authorized by the National Film Board 
Vote L30, Appropriation Act No. 5, 1963. 


The equity of the Crown in the Board at March 31, 1965 was $2,441,000 compared 
with $1,820,000 at the end of the previous year. The equity consisted of a balance of 
$1,109,000 in the National Film Board Operating Account, including $94,000 for the 
Canadian Government Photo Centre equipment, and $1,332,000, being the cost of the 


Board’s capital equipment less accumulated depreciation and disposals. 
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The following is a comparative summary of expense and income for the past two years: 


Year ended March 31 


1965 1964 
Expense— 
Production of films and other visual Mmaverigisips, | Ahold 1 3,480,000 5 3,068,000 
Pistabution of Ging oem Me etl ie 2,654,000 2,413,000 
Cost of production of films and other visual materials for govern- 
ment departments and others............................ 2,744,000 1,631,000 
Estimated cost of major services provided without charge by 
government departments... 56h s secu conv eceee cc. 1,091,000 1,099,000 
Administration and Bonoral VCO nes oy gk se... 1,017,000 963 , 000 
Canadian Government Photo Centre—net loss............... 12,000 — 
Depreciation on CQUDINCAL Te ancy bite reh eb!) 344,000 349 , 000 
11,342,000 9,523,000 
Income— 
Sales of films and other visual minterisicd 8 Shei od 1 aud 3,120,000 1,844,600 
Hentalaandimoyaltientameccisre jue) ele oe Pook i we 724,000 757,000 
SALTS TSE ogc ote Eo a 50,000 29,000 
3,894,000 2,630,000 
Ee Cotsen a. Mice ' lm! 7,448,000 $ 6,893,000 
Net expense provided by: 
Parliamentary SP OLODEOIMONS: CUMS Cs oe, ee ele 6,013,000 $ 5,445,000 
Major services provided without charge by government depart- 
RACs Peer rane es htt ewe FO). I de 1,091,000 1,099,000 
Dee AWhGn GAS Ark Marscemiee sc . osel roe, cocmiipieh jaca, fat, 344,000 349,000 


$ 7,448,000 $ 6,893,000 


The gross expense of the Board increased by $1,819,000, or 19% over the total for 
he previous year. This was mainly due to an overall increase of $1,525,000 in the combined 
roduction costs of films and other visual materials, of which $1,113,000 related to sponsor- 
d productions undertaken for government departments and agencies and $412,000 to 
ne expansion of the regular production program. 


_ The income of the Board increased by $1,264,000, or 48% over that of the previous 
ear. This was due largely to various special projects undertaken during the year for the 
anadian Corporation for the 1967 World Exhibition, the Centennial Commission, and 
rtain government departments. 


The estimated cost of accommodation, contributions to the Public Service Super- 
inuation Account and other employee benefits, accounting, cheque issue and other 
rvices provided to the Board without charge by government departments, is included in 
Single amount of $1,091,000 in the Statement of Income and Expense, a corresponding 
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analysis being shown in the lower part of the statement. We have recommended to the 
management that the costs of these services be integrated as soon as practicable into the 
costing system to produce accurate costs as well as to render possible a more realistic and 
complete presentation of the various costs of production and administration of the Board 
in its annual financial statements. 


The Canadian Government Photo Centre which was established in 1964 for the 
purpose of co-ordinating the Government’s still photographic activities, began operations 
in Ottawa on December 1, 1964. For the four-month period ended March 31, 1965 the 
operations of the Centre showed a profit of $4,700 but there were preliminary expenses 
of $16,700, the net result being a loss of $12,000 which was absorbed by the Board. 


On the recommendation of a Board of Survey constituted in accordance with section 60 
of the Financial Administration Act, the Board deleted from its inventory obsolete and 
damaged stores having a cost value of $4,024. These stores formed part of the assets of the 
National Film Board Operating Account and their deletion resulted in a deficiency in 
that Account. A provision of section 18(5) of the National Film Act is that ‘no amount 
may be credited to the Account to meet the deficiency except pursuant to an appropriation 
by Parliament for that purpose’’. Notwithstanding this prohibition, the amount of the 
deficiency was credited to the Account and charged to the National Film Board appro- 
priation for “Administration, Production and Distribution of Films and other Visual 
Materials” which, in our opinion, is not “‘an appropriation by Parliament for that purpose” 
within the meaning of section 18(5) of the National Film Act. 


218. Post Office activities. The following is a summary of Post Office transactions 
recorded in the Post Office section of Volume II of the Public Accounts for the year ended 
March 31, 1965 in comparison with the corresponding amounts for the preceding year: 


Year ended March 31 


1965 1964 


Gross} postal revenues,., socanieeee aetna meek tonto ce katste tenses $ 263,704,000 $ 235,808,000 
Less: Expenses paid from revenue..........000s+0+-e00 33, 268 , 000 35,091,000 
Net postal peventie)) Se. Unis Olas Glen ee ee ener 230, 436 , 000 200,717,000 
MiscellanGOus cas ina c.c «aa «nie oe odaaee ne meee Ree 53,000 57,000 
230,489,000 200 , 774,000 

Expenditures from parliamentary appropriations— 
Operations a s< sss) bien auew aioe ee Re ee 135,375,000 135 , 609 , 000 
PTANSpOLtatlON eho mavens Dale ae eee 69,056, 000 65,952,000 
Administration, financial services, etc................+:: 6,028,000 5,334,000 
210,459,000 206 , 895 , 000 
Excess of revenue over expenditure...........- 0 veeeeeeees $ 20,030,000 $ (6,121,000) 
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The Department estimates that, of the $27.9 million increase in gross postal revenue, 
approximately $8.8 million was due to increases in registration and special delivery fees 
effective November 1, 1963 and in C.O.D. fees and third class matter rates effective 
April 1, 1964. 


The recorded excess of revenue over expenditure of $20,030,000 did not take into 
consideration the cost of services provided without charge by other government depart- 
ments. These costs were estimated at $35,825,000 and comprised the following: accommo- 
dation, $25,298,000; contributions to the Public Service Superannuation Account and to 
employee surgical-medical insurance premiums, $9,681,000; accounting and cheque issue 
services, $584,000; and employee compensation payments, $262,000. Credits for carrying 
mail franked by and sent to other government departments and Members of Parliament 
estimated at $4,210,000 were also excluded. Had this unrecorded expenditure and revenue 
been taken into account, there would have been an operating deficit for the year of 
$11,585,000 instead of an excess of revenue over expenditure of $20,030,000. 


219. Public Printing and Stationery activities. Under the Public Printing and Stationery 
Act, R.S., c. 226, the Department of Public Printing and Stationery is charged exclusively 
with the following duties in relation to services required for the Senate and House of 
Commons and the several departments of the Government: 


_ (a) the execution and audit of all printing, stereotyping, electrotyping, lithography, binding 
work, or work of the like nature, and the procuring of the material therefor : 


(6) the purchase and distribution of all paper, books and other articles of stationery of 
whatsoever kind, except books that are required for the Library of Parliament, and 
printed books required for the use of the chaplains, libraries or schools in the penitentia- 
ries which may be procured in the manner authorized by law; 


(c) the sale of all books or publications issued by order of either or both Houses of Parliament 
or by any department of the Government ; and 


(d) the audit of all accounts for advertising. 


For the purpose of carrying out the provisions of the Act, a working capital advance 
(Queen’s Printer’s Advance) is authorized under section 37 of the Act to enable the 
Queen’s Printer to purchase material for the execution of orders given or requisitions made 
‘under the provisions of the Act, and to pay the wages of workmen engaged in the execution 
of such orders or requisitions. Administrative expenses and capital expenditures are 
provided for by annual parliamentary appropriations. 


With a view to implementing certain recommendations made by the Royal Commis- 
sion on Government Organization, the Governor in Council under the Public Service 
Rearrangement and Transfer of Duties Act, transferred the powers, duties and functions 
of the Department of Public Printing and Stationery in 1963-64 as follows: 


_ July 25, 1963 Order in Council P.C. 1963-1130 provided for the transfer to the 
Minister of Industry of the powers, duties or functions of the Secretary 
of State of Canada under the Public Printing and Stationery Act. 
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August 21, 1963 Order in Council P.C. 1963-1254 provided for the transfer to the 


Department of Defence Production of the control or supervision of 
the Procurement Purchasing and Stores Branch, the Production 
Branch, the Outside Printing Production Branch, and the supporting 
services contained in the Departmental Secretary’s Branch, the 
Administrative Services Branch and the Financial Services Branch 
of the Department of Public Printing and Stationery. 


October 38, 1963 Order in Council P.C. 1963-1450 provided for the transfer from the 


Department of Defence Production to the Department of Public 
Printing and Stationery of the responsibility for the procurement of 
print for books and publications. 


February 3, 1964 Order in Council P.C. 1964-156 provided in part for the transfer to 


the Secretary of State of Canada of the powers, duties or functions 
of the Minister of Industry relating to the Department of Public 
Printing and Stationery. 


The effect of the foregoing is that the functions of the Department of Public Printing 
and Stationery, with the exception of the publication and distribution of books and publi- 
cations which were returned to the Department, have been assigned to the Department of 
Defence Production, as follows: (a) the Canadian Government Supply Service which 
administers the Procurement Purchasing and Stores Branch, and (b) the Canadian Govern- 
ment Printing Bureau which operates the main printing plant in Hull, Que. and the 
outside printing plants. 


Existing legislation governing printing and stationery has remained substantially un- 
changed since 1886. Many of the provisions of the Public Printing and Stationery Act 
are no longer applicable or have proven impracticable. For example: 


(1) 
(2) 


(3) 


(4) 
(5) 


The Department of Public Printing and Stationery today administers only a smal] 
segment of the duties with which it is charged by the Act. 


The qualification requirements for appointments to the several positions set forth in the 
Act are not always adhered to and the officers appointed are not always in charge of the 
functions set out in the statute. 


Section 14 of the Act provides for the establishment of the Printing Bureau in Ottawa 
but the plant has been located in Hull, Que. for many years and printing units are located 
in various parts of the country. 


The position of Superintendent of Stationery is no longer occupied. 


The responsibility for the audit of all advertising accounts was transferred to the 
Comptroller of the Treasury in 1954 and remains there. 


The responsibility placed on the Queen’s Printer by the Act for the examination and 
certification of certain railway accounts has been carried out by the Canadian National 
Railway Company for years. 


The Act requires the Auditor General annually or more frequently at his discretion t0 
cause the stock of stationery, printing materials and supplies in store to be checked with 
the quantity purchased and supplied. Printing units are located at 18 different centres 
in Canada outside of Ottawa and stationery and printing stocks have been merged with 
the stores inventories of the Canadian Government Supply Service, a branch of the De 
partment of Defence Production. For these reasons it is impracticable to provide the type 


‘ specific audit certificate required by section 34(2) of the Public Printing and Stationery 
ct. 
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We are informed that draft legislation is in course of preparation designed to im- 
plement the changes already approved by the Governor in Council. We understand that 
it will also correct the anomalies referred to above. 


The basic operating expenses of the stores and printing activities are charged to the 
Queen’s Printer’s Advance under section 37 of the Public Printing and Stationery Act. 
The Act provides that ‘the amount of outstanding advances to the Queen’s Printer, after 
deducting therefrom all amounts due to him by either House of Parliament or by the 
several departments shall at no time exceed the sum of four million dollars”. This authority 
has been divided between the Canadian Government Supply Service and the Canadian 
Government Printing Bureau. However, as separate accounting departments were set up 
only in the last quarter of the year, the form of the financial statements at March él, 
1965 remains substantially the same as in previous years. 


The following is a summary of the operations of the Queen’s Printer’s Advance for 
the year together with comparable figures for the previous year: 


Year ended March 31 


1965 1964 
OSU Berea Als 8 OS ei ati ae RRR ee ae 8 leh i a er! $ 21,363,000 $ 19,639,000 
BOC OS IO ASIEN an SA er eos oe eet oo aS 20, 698 , 000 19,372,000 
ONG oy 1 28 TS a tay a I ln el a or rd 665, 000 267 , 000 
CG UUM | SON WO 9, the ie Re i 13,000 9,000 
Profit (due to the Receiver General)...............000000 S005. $ 678 ,000 $ 276,000 


In determining this profit no provision has been made for the cost of services and 
facilities such as light, power, telephone, heating, amortization of building and equipment 
costs, etc., provided by other government departments and by Department of Defence 
Production appropriations. A comparison of the expenditures from Department of Defence 
Production appropriations with those of the preceding year is as follows: 


Year ended March 31 


| 1965 1964 

= — 

| Purchasing, stationery and stores (largely for salaries and wages of 

| procurement and stationery stores personnel and repairs to office 

AMRIT S GD Ms ake Fie A aalcaky. weer’ © ery i382 8 ala fells $ 1,389,000 $ 1,228,000 

Directorate of Printing 
Peni stion aed Seite, dont, wt, 8. posh, Jat Ue. 565 , 000 636, 000 
Plant, equipment and replacements.................0000000 336,000 83 ,000 
Gratuities to families of deceased employees................. 1,000 —— 


| $ 2,291,000 $ 1,947,000 


He In accordance with section 58 of the Financial Administration Act, the profit of 
3678,000 was transferred to revenue—‘Return on Investments”. This unusually large 
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profit arose because of the considerable increase in productive hours caused by the extra 
volume of work resulting from the long session of Parliament. It was earned partially by 
the Canadian Government Printing Bureau ($580,000) and by the Canadian Government 
Supply Service ($98,000). 

At March 31, 1965 the amounts due the Department of Defence Production as a 
result of sales made to the House of Commons and to the several departments by the ¥ 
Canadian Government Printing Bureau and the Canadian Government Supply Service _ 
were as follows: 


Printing Supply 
Bureau Service Total 

Agricultutes.... 0.005 debs ogee epee $ 46,000 $ 29,000 $ 75,000 
Citizenship and Immigration..........+-+++++: 53, 000 25,000 78,000 
Delence) PLOduUctlON pe eel: Clee re neta 21,000 39,000 60, 000 
TNTAT CO esl ck oh ako ee a ak 125,000 104,000 229 , 000 
Houselote Commons jee ee ee ee net retare 700 , 000 17,000 717,000 
iDEN eNO Leone NEES Bic intr A apeaneero 0 tre Naot) Onc 103 , 000 2,000 105, 000 

fines and Technical Surveys........---+-++:: 50,000 11,000 61,000 
Na tionsllerencennseia: cites seuctancse haart 475,000 337,000 812,000 
National RevenUG@as. serareras scker ecnenseey oe rare 60 , 000 43 ,000 103 , 000 
Poa OMCOi ee eae cere chee pene eer ene 48 ,000 33, 000 81,000 
Secretary of State............eee seen eee eeee 190,000 4,000 194,000 
Gthaavee chatel (Claussen ococacacoguaceuuecoca° 336, 000 33,000 369 , 000 
ME TSNSOORt ix css sais asks say A 44,000 19,000 63 , 000 
Queen’s Printer (Publications)...........++-- 383 , 000 5,000 388 , 000 
Gthera esc. eats ete re aes pene aera, cyan 398, 000 717,000 1,115,000 
Morte oe Ad teres Rcotecr eine cree OMe: aural. $ 3,032,000 $ 1,418,000 $ 4,450,000 


«Includes an amount of $497,000 unbilled to departmental customers at the year-end. 


An analysis of the accounts receivable showed that an amount of $615,000 had been 
outstanding for more than sixty days. It appears, therefore, that a more aggressive follow- 
up on collections should be initiated by the Department. Instances were noted where 
delays in payment were due to the debtor departments being without funds pending the | 
passing of supplementary estimates. 


In accordance with section 34(2) of the Public Printing and Stationery Act we 
reported to the Minister of Defence Production on our examination of the stores on hand. 
Included in the year-end inventories were obsolete or unserviceable stores in the amount 
of $41,000. These stores are held by the Canadian Government Supply Service and no 
action had been taken at the year-end to have them deleted under section 60 of the Finan- 
cial Administration Act. The value of the inventory on hand at March 31, 1965, $2,900,000, 
included an unrealized profit of $19,000 due to the fact that some stores are valued for 
inventory purposes at standard cost instead of at actual cost (see paragraph 231). 


In the year 1961-62, 247 typewriters purchased through the revolving fund at a cost 
of $53,000 were supplied to the House of Commons on an annual rental basis of 5% of 
the cost. As at March 31, 1965, the recoverable balance was $44,000. It is clear that 4 


rental charge of 5% of cost per annum is insufficient to recover the original cost of these 
machines before they are worn out. 


7 
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220. Queen’s Printer—publishing activities. According to the provisions of the Public 


Printing and Stationery Act, R.S., c. 226, and Orders issued by the Governor in Council 
under the Public Service Rearrangement and Transfer of Duties Act, the Department of 
Public Printing and Stationery is now charged solely with the function of procurement of 
print for books and publications and with the distribution of parliamentary and depart- 
mental publications. These operations include the printing of the Canada Gazette, the 
Statutes of Canada and publications required by the Government and the general public. 


The Department operates with funds provided by parliamentary appropriations. 


Major services, such as carrying franked mail, accommodation, etc., are supplied free of 
charge by other departments. 


for the preceding year, follows: 


{i 


A summary of expenditure and revenue for the year, together with comparable figures 


Year ended March 31 


1965 1964 
Expenditure— 
Parliamentary appropriations: 
RURUMNIS ANON ania aaa tte ee $ 177,000 $ 141,000 
Printing and binding official documents................... 1,349,000 1,126,000 
Distribution of official documents......................... 1,041,000 690 , 000 
PE ritweramyor nme Garette o.oo 600s « oc ds aunencacccc.... 152,000 150,000 
Printing and binding annual statutes...................... 14,000 40,000 
2,733,000 2,147,000 
Approximate value of major services provided without charge by 
other departments: 
NGS OEM AG ACOs U ee Cee tee ee ae ea 260,000 264,000 
AecOUNtINe and cheque issiie.......)..:7-: 22226. leek. 32,000 31,000 
Contributions to Public Service Superannuation Account.... 61,000 63 , 000 
Employee surgical-medical insurance premiums............. 6,000 6,000 
Employee compensation payments.....................-.. 1,000 1,000 
Cattying ofirinkedwnailayyss y. 2.) . oolars ocsoroslhs. eel 554,000 378, 000 
914,000 743,000 
3,647,000 2,890,000 
Revenue— 
Proccedetronisenies, OU. 00. SVG Vic, Julenriye sy: 1,853,000 1,763,000 
Service fees for art work performed for other government depart- 
BU CTNGS opener eee te reas INE feos ME VEL Moline, cine Since ote cae 12,000 — 
Commissions on sales of publications issued by international 
organizations of which Canada is a member nation......... 19,000 33,000 
Royalties from copyrights on government publications........ 77,000 68 , 000 
1,961,000 1,864,000 
Excess of expenditure over revenue..........0ccceececcccceuce $ 1,686,000 $ 1,026,000 


Parliamentary appropriations were charged with $2,733,000 during the year, an 


crease of $586,000 or 27% over the preceding year, due mainly to an increase in publish- 
ig activities. Included in the costs of printing and binding official documents are expend- 
Lires of $80,000 to cover the cost of documents which were distributed free to Members 
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of Parliament and to organizations approved by the Governor in Council. The gross 
revenue of $1,961,000 is an increase of $97,000 over the previous year due principally to 


increased sales to the general public. 

The Queen’s Printer has been provided with a revolving fund to facilitate payment 
for the printing of publications by commercial printers. This fund, which is not to exceed 
$250,000 at any time, is reimbursed by the departments for which the printing is being 
done. Transactions during the year involved payments of $657,000 and receipts of $461,000. 
Accounts receivable at March 31, 1965 amounted to $196,000, all of which have since 


been paid. 

The sales operation of the Department is handled by a mail order office located in 
Hull, Que. and by six government bookstores operating in various cities in Canada. The 
first bookstore was opened in Ottawa on March 23, 1960. Other stores were later opened 
in the following cities: Toronto (April 6, 1961), Montreal (March 29, 1962), Winnipeg 


(January 15, 1965) and Vancouver (March 23, 1965). The bookstore located in the , 


National Gallery at Ottawa was taken over by the Department on April 1, 1961. 


The inventories of publications held at the government bookstores at March 31, 1965 | 


were estimated at $264,000 on a retail value basis. Departmental attempts to reconcile the _ 


value of the publications in each store with the memorandum control account maintained — 
at headquarters reveal that present controls are inadequate and would neither prevent 
nor detect accounting errors and theft of books. A review of departmental inventory audits — 


has disclosed substantial overages and shortages of physical stocks each year. No remedial 


action has been taken in most instances, except to adjust the headquarters’ memorandum — 
control account in order to reflect the physical counts made at the bookstores during the | 
audit. There is no dollar value inventory control account for publications maintained at 


the bookstores. 


To correct this situation the bookstores must be brought under proper control and» 
the managers held responsible for discrepancies. Our views regarding this unsatisfactory — 
situation have been made known to the Department. 


Shipments to bookstores originate in the bulk store located in the Printing Bureau in 
Hull, Que. The warehousing function of the bulk store has been under the control and 
supervision of the Canadian Government Supply Service of the Department of Defence 
Production since the early part of 1965. Because of the quantity and the substantial dollar | 
value involved, immediate attention should be given to instituting proper control. 


procedures. 


| 

In addition to the stock held in the bulk store and at the bookstores, quantities of 
publications are held on a consignment basis for various international organizations of 
which Canada is a member nation. No inventory control records have been established and | 
as a result the current value of stock on consignment is not known. The Treasury Board 
on June 3, 1965 agreed to the Queen’s Printer’s proposal that purchases of publications 
and related material from the United Nations, UNESCO, and the International Atomic 
Energy Agency for re-sale in the government bookstores should be paid for through | 
“frm accounts” in place of consignment accounts with these organizations. | 
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221. Royal Canadian Mint. The Royal Canadian Mint operates under Part II of the 
Currency, Mint and Exchange Fund Act, R.S., ¢. 315, and provides “facilities for making 


coins of the currency of Canada, and for melting, assaying and refining gold”. 


Transactions in gold, silver and other metals acquired by the Mint for its operations 
The following is a summary of these accounts 


are recorded in revolving fund accounts. 


for the year in comparison with corresponding amounts for the preceding year: 


Inventories at beginning of year 


SOS ee eee! 0 OOO) O66. 6. 6. 6c 06: e 6/6) ih, w,\0)0..6). 


Year ended March 31 


1965 


$ 29,401,000 


1964 


$ 27,212,000 


Purchases— 
SE eer = Ser ret? . MAES IVY es, Jaros tin 6. 102,005,000 98, 296 , 000 
SOLUS ft ee BER er 2 ine nha Came aia 12,777,000 14,782,000 
eG USS Ie A al at Yrerteleca el ll Me tala Aad ee 3,487,000 1,675,000 
118 , 269,000 114,753,000 
147,670,000 141,965,000 
Sales— 
OS GS eg ae Oe ne 104,825,000 96,072,000 
Ber POU NG FCO UG no) cps ao Si, ek wih by» «op so cine cde... 27,369,000 20,176,000 
Berrie COMPAL IRGG VAMG Tes natn ucs +s cas cse ance... . 2. 8,629,000 5,513,000 
SUNCIBLO TIED Miss are german papteer he alee ln plea aa A del 57,000 86,000 
SALE Be ar Rc actrees a ete bien) MEE LER La 2 —_ 17,000 
140,880,000 121,864,000 
EEE MUAROM TNC eee ae tt ee ee 11,000 1,000 
140,891,000 121,865,000 
6,779,000 20, 100,000 
Transfers to revenue— 
BHO COMSLE ODELALIGHS. «5 6 ne say ace os co és oc dcovoeccecccc 11,909,000 9,276,000 
PemciMotenine ster ee, 16,000 25,000 
9, 301,000 


pavenuuries 89 Gnd OF YEAT.. 0s Arent ee ee the asthe 


11,925,000 


$ 18,704,000 


$ 29,401,000 


The Public Accounts record as revenue of the Department of Finance the transfer 
if $11,925,000 from the revolving fund accounts and other Mint revenue of $3,107,000, 
, total of $15,032,000 for the year ended March 31, 1965 compared with $10,624,000 for 
963-64. Offset against this are expenditures charged to parliamentary appropriations under 
he Department of Finance totalling $2,662,000, comprising the following: administration, 
peration and maintenance, $2,572,000 ($2,192,000 in 1963-64); and construction or 
equisition of equipment, $90,000 ($419,000 in 1963-64). 

_ The net result is an excess of revenue over expenditure for the year 1964-65 of 
12,370,000 compared with $8,013,000 for 1963-64, an increase of $4,357,000. These 
scorded results do not, however, take into consideration such expenses as interest on 
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d without charge by other departments such as accom= 
the Public Service Superannuation Account, em- 
ting and cheque issue services, and. 


funds employed or services provide 
modation, security, contributions to 
ployees’ surgical-medical insurance premiums, accoun 
employee compensation payments. 

During the year the gain on coinage operations increased by $2,633,000 over the 
comparable figure for the previous year due to an increase of 217,397,779 in the number 
of coins issued, from 435,568,416 to 652,966,195 pieces, while sundry revenue decreased 
by $51,000. Service fees increased by $1,826,000 largely as a result of the greater number 
of uncirculated coin sets sold and an increase, effective January 1, 1965, in the selling 


price from $3 to $4 a set. 


Special Audits and Examinations 


922. In addition to the examinations of departmental accounts and the audits of the 
accounts of Crown corporations, already referred to in this Report, the following special 
audits and examinations were made by the Audit Office during the year, most of them in 
accordance with specific directions contained in various statutes: The Army Benevolent 
Fund Board, Atlantic Development Board, The Canada Council, the Custodian, Economic 
Council of Canada, Exchange Fund Account, Municipal Development and Loan Board 
National Gallery of Canada, Public Printing and Stationery stores, The Queen Elizabeth U 
Canadian Fund to Aid in Research on the Diseases of Children, Roosevelt Campobelle 
International Park Commission, Royal Canadian Mint stocks, Unemployment Insurance 
Fund and Yukon Territorial Government. 


923. The Army Benevolent Fund Board. This Board was constituted by the Arm) 
Benevolent Fund Act, R.S., c. 10, and consists of five members appointed by the Governo 
in Council. The Act provides for a special account in the Consolidated Revenue Fun 
called the Army Benevolent Fund to which certain moneys were credited and from whicl 
there shall be paid: | 

to or for the benefit of [World War II] veterans or their dependants or the widows or childre 

or former dependants of deceased veterans such amounts as the Board may from time to tim 
determine 


together with the expenses incurred in carrying out the provisions of the Act. 
The Act directs that the Board be governed by the following principles: 


(a) plans shall be formulated on the assumption that there will be prospective beneficiari 
for fifty years from the establishment of the Fund [in 1947]; 

(b) no erant is to be made by way of relief from the F und where adequate relief is, at tl 
time of the application, available from federal, provincial or municipal government 
sources; 

(c) where grants are made to assist in the education of dependants of veterans or of childré 
of deceased veterans, bursaries shall be granted contingent on continued need al 
laa! progress and not as competitive scholarships based on academic standin 
an 

(d) amounts paid out of the Fund are not recoverable, unless obtained by fraud or m 
representation. 
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The accounts of the Board were examined for the year ended March 31, 1965 pursuant 
to section 11 of the Act and the audit report was submitted to the Chairman and members 
of the Board with a copy being provided to the Minister of Veterans Affairs. 


Receipts amounted to $222,000 of which $210,000 was derived from interest on 
deposits with the Receiver General and $12,000 from interest on Government of Canada 
bonds. Disbursements totalled $451,000 consisting of $351,000 in grants to or on behalf of 
World War II veterans and $100,000 for service and administrative expenses. The latter 
amount was after deducting a grant of $18,000 from the Department of Veterans Affairs 
and a fee of $34,000 received from the Canadian Army Welfare Fund for managing the 
financial program of that Fund. 


After absorbing the excess of disbursements over receipts in the amount of $229,000, 
the Fund amounted to $5,552,000 at March 31, 1965 of which $5,291,000 was on deposit 
with the Receiver General, $256,000 was invested in Government of Canada bonds and 
$5,000 was in the form of accountable advances and prepaid expenses. 


224. Atlantic Development Board. This Board was established by the Atlantic Develop- 
ment Board Act, 1962-63, c. 10. The objects of the Board are to inquire into and report to 
the responsible Minister upon programs and projects for fostering the economic growth 
and development of the Atlantic region of Canada, to consider, report and make recom- 
mendations to the Minister concerning programs and projects and, with the approval of 
the Governor in Council, to enter into agreements respecting the use of the Atlantic 
Development Fund in financing or assisting in financing, to a maximum of $100 million, 
projects that will contribute to the growth and development of the economy of the Atlantic 
region and for which satisfactory financing arrangements are not otherwise available. 
The Atlantic Development Fund, established by section 16 of the Act, is a special account 
in the Consolidated Revenue Fund to which are credited such amounts as are from time 
to time required by the Board for the carrying out of its programs and projects and to 


which are charged the payments made in respect of them. 
The following is a summary of the transactions in the Fund showing the projects 


approved and funds disbursed as at March 311965" 


Approved by 
the Governor Funds Outstanding 
Types of projects in Council disbursed commitments 
| eeu. Seer RR Or, Say A Laval $ 44,000,000 $ 1,648,000 $ 42,352,000 
Trunk highway systems..................... 9,000,000 1,762,000 7,238,000 
Basic industrial services..................... 1,660,000 232,000 1,428,000 
Brsearehitacilities #0). 080.8... i. s.-s ec ecu. 3,000,000 — 3,000, 000 


$ 57,660,000 $ 3,642,000 $ 54,018,000 


The Board’s administrative expenses and expenditures on technical and economic 
urveys and studies for the year ended March 31, 1965 were financed by parliamentary 
Ppropriations of the Department of the Secretary of State (Votes 20 and 20d). Accom- 
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modation and accounting services were provided without charge by government depart- 
ments. The following is a comparative summary of expenditures for the past two years: 


Year ended March 31 


1965 1964 


Administrative expenses— 
Salaries. Mycol ace lec cel «om cone ek DB bese ase oo aaa $ 100,000 $ 66,000 
Employee benefits... ...-. 1.5 en sees ewes sears 6,000 4,000 
Travel and: removal <dagui. ok sau LEME ee ere 1 eee ah es 17,000 14,000 
Accommodation 28 ac.,- 02 Laid ous oc eo ree ie ea 15,000 14,000 
Accounting Services........-.0eceee cece cette etter eee: 8,000 6,000 
Cybbieme ste elias ei he ata epee eee ect oe 10,000 8,000 
156 , 000 112,000 
Technical and economic surveys and studies.............-- 519,000 105,000 
Totaliexpenditure, ..)cv.sesiyen ees elo Funnies tear A: $ 675,000 $ 217,000 


925. The Canada Council. The Council was established by the Canada Council Act 
1957, c. 3, to foster and promote the study and enjoyment of, and the production of work: 
in, the arts, humanities and social sciences. 


A report on the audit of the Council’s accounts for the year ended March 31, 196: 
was made to the Council and to the Secretary of State, as required by the Act. 


An Endowment Fund of $50 million was established under the Act. The return o1 
the investments of the Fund is used to meet administrative expenses and other expend 
iture for purposes of the Act (except for capital assistance grants to universities in respec 
of building construction projects which are made from the University Capital Grants Fund) 
Permissible expenditures relate to the following in respect of the arts, humanities am 
social sciences: grants, scholarships and awards; sponsorship of exhibitions, performance 
and publications; exchanges with other countries and organizations or persons therei 
of knowledge and information; representation and interpretation of Canadian arts 
humanities and social sciences in other countries; and liaison with the United Nation 
Educational, Scientific and Cultural Organization. 


The following is a summary of the Endowment Fund operations for the year togethe 
with comparable figures for the preceding year: 
Year ended March 31 


1965 1964 

SRPMS At APTI LI) choad, fou 204) ORD: Mes: cicliec. = eee S 82,000 $ 83 , 000 
Inecome—interest and dividends: 42.7... water eee ee ere ae 3,154,000 3,086 ,000 
3, 236,000 3,169,000 

EXxpenditure— — eel 
Grants. SSA tine 8s seen oe te Ge aes aa Sr 2,661,000 2,586,000 

C anadian National Commission for UNESCO............... 88,000 82,000 
Administrative and other expenses, less expenses recovered. .. . 437 ,000 419,000 
3,186,000 3,087,000 


Buypinsran Merch. 3 Ue. sass came cy ay tes alee $ 50,000 $ 82,000 


AUDITOR GENERAL’S REPORT 191 


A University Capital Grants Fund of $50 million was established by the Act in order 
that grants could be made to universities and similar institutions of higher learning by 
way of capital assistance for building construction projects intended for use in furthering 
the arts, humanities and social sciences. These grants are paid out of the principal and 
accumulated income of the Fund. 


The following is a summary of the University Capital Grants Fund transactions for 
the year together with comparable figures for the preceding year: 


Year ended March 31 


1965 1964 
Pparaneeta tol pride me Fe eed Ses ISAT. bod! Gur ie Jotec 11,499,000 $ 25,944,000 
Add: 
Interest earned on‘ investmentai)......0. 0000.00. 002i. 790 , 000 1,111,000 
Net profit on disposal of securities...................200000. 95 , 000 270,000 
12,384,000 27,325,000 
Deduct: 
pb UA SVE g DAS MEE Cag ie eR ACR a emer ia al 2,085,000 15,826,000 
CEES EAL MI EYES (ges A Se 2c: ce ee ee $ 10,299,000 $ 11,499,000 


During the year ended March 31, 1964 the Council allocated to qualifying institutions 

_the amount of $15,130,000 which represented the accumulated interest and profits earned 

_by the University Capital Grants Fund from its inception to September 30, 1963. Grants 

authorized by the Council from this allocation totalled $7,040,000 during 1963-64 and 

further grants amounting to $1,440,000 were authorized during 1964-65. A total of 

$5,552,000 has been paid in respect of grants from interest and profits to March 31, 1965. 
No allocation of interest and profits was made during the year. 


| In our 1964 Report (paragraph 174) reference was made to the method employed in 
the allocation of the interest and profits, to the qualification of our report to the Council 
and to the Secretary of State for the year ended March 31, 1964, and to the Sixth Report 
| 1964 of the Public Accounts Committee wherein it was recommended that steps be taken 
to seek amending legislation to provide clear authority for the Council to use the 1956 
| census and the “hotch-pot” approach in the distribution of interest and profits in respect 
of the University Capital Grants Fund (see Appendix 1, item 30). We remain of the 
| opinion that the method of allocation used by the Council is not in accordance with section 
17(2) of the Canada Council Act, and our report to the Council and to the Secretary of 


| State for the year ended March 31, 1965 was again qualified to that extent. 


The Council may, under section 20 of the Act, acquire money, securities or other 
property by gift, bequest, or otherwise, and may expend, administer or dispose of them 
‘Subject to the terms, if any, upon which they are made available to the Council. Moneys 
or property received by the Council pursuant to this section are accounted for within a 
Separate balance sheet designated ‘‘Special Funds”. This balance sheet has two sections, 
the first of which records the receipt and disbursement of comparatively small gifts which 
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are accounted for within the Endowment Fund, while the second section relates to the 
following Funds from which only the income may be disbursed for the purposes designated: 


1. The amount of $1,079,000 received in March 1963 in connection with an anonymous 
eift of $4,250,000 to be paid to the Council over a period of several years was augmented 
by an additional $131,000 received in April 1964. The income from the amounts received 
is to provide fellowship and scholarship grants to Canadians for advanced study or 
research in the fields of medicine, science and engineering at universities, hospitals, 
research or scientific institutions or other equivalent or similar institutions in Canada. 

2. A gift of $600,000 received from the Molson Foundation in 1963 to establish a capital 
fund referred to as the Molson Prize Fund the income from which is to be used for making 
cash awards of $15,000, normally two in each year, to authors or creators of works or 
to persons who have rendered service to Canada in the fields of the arts, humanities and 
social sciences which will enrich the cultural or intellectual heritage of the nation, or 
make a noteworthy contribution to understanding and unity among Canadians of 
French and English descent. 


For investment purposes the two funds have been combined and are represented by 
one portfolio. The income of $106,000 produced by the investments was allocated to the 
two funds according to the ratio which each fund bore to the total principal and surplus 
of the funds as at April 1, 1964. A summary for the year follows: 


Special Molson 
Scholarship Prize 
Fund Fund Total 
Surplus at April 1, 1964.............-es eee $ 3,000 $ 1,000 $ 4,000 
Income—interest and dividends............-- 71,000 35, 000 106 , 000 
74,000 36,000 110,000 
Expenditure— 
Grants and awards aa ane creme 66 , 000 15,000 81,000 
Administration Charlee seme nite 2,000 2,000 4,000 
68 , 000 17,000 85,000 
Surplusag. Maneh 31, 8900. ..c0ca centers won $ 6,000 $ 19,000 $ 25,000 


The expenditure of $15,000 under the Molson Prize Fund represents the payment of 
the second instalments of two awards made in the preceding year. No awards were made — 
from this fund during the year. The Council approved the assessing of an administration 
fee of $2,000, for the financial year ended March 31, 1965, against the income of each of 
the Special Funds to cover the expenses of administering them. 


Appropriation Act No. 2, 1965, assented to on April 3, 1965, included provision in 
Vote 18d of the appropriations for the Department of the Secretary of State for a special 
grant of $10 million to the Canada Council to be used for the general purposes set out 
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in section 8 of the Canada Council Act. The grant was received by the Council after the 
close of its financial year on March 31, 1965 and consequently is recorded as a receipt in 
the 1965-66 accounts of the Council. 


226. The Custodian. In accordance with Regulation 6 of the Revised Regulations 
respecting Trading with the Enemy (1943) as set out in the schedule to the Trading with 
the Enemy (Transitional Powers) Act, 1947, c. 24, the Secretary of State is appointed 
Custodian “to receive, hold, manage, release, dispose of and otherwise deal with all 
property which is reported to him, received or controlled by him or vested in him”. 
Effective from May 15, 1964, the Deputy Registrar of Canada acts as the Deputy 
Custodian. The Custodian’s Office is administered by an Assistant Deputy Custodian in 
Ottawa. A report on the audit of the Custodian’s accounts for the year ended December 
31, 1964 was made to the Secretary of State. 


The assets vested in the Custodian, which were valued in accordance with bases 
‘explained i in an addendum to the statement of assets and liabilities, decreased by $771,000 
to $3,080,000 at December 31, 1964. A transfer of $350,000 to the Minister of Finance for 
‘the War Claims Fund, and releases of assets valued at $874,000 to former owners or their 
beneficiaries or other rightful claimants, offset in part by an appreciation of $474,000 in 
the value of remaining vested assets, accounted for the greater part of the decrease. 


| _ Under the Regulations referred to above, the Custodian may charge against all 
property investigated, controlled or administered by him, whether it has been vested in 
him or not, a fee for services rendered not exceeding 2% of the value of the property 
including the income therefrom. He is also permitted to employ such part of the property 
vested i in him or the proceeds therefrom as may be necessary to pay the expenses incurred 
n the administration of the Regulations. 


All fees and any income received from vested assets which consist of, or are converted 
nto, cash or Government of Canada bonds are credited to the Custodian’s Office Ad- 
ninistration Account, from which all expenses of the Office are paid. Since becoming 
‘esponsible for the audit of the Custodian’s accounts in 1947, this Office has repeatedly 
lrawn attention to this procedure because it is one which is not consistent with the treat- 
deat of income arising from other assets vested in the Custodian. 


From September 2, 1939 to December 31, 1964 the Custodian has accumulated a 
urplus of $4,700,000—largely invested in Government of Canada bonds—in his Office 
Administration Account. On September 22,1965 we suggested to the Deputy Minister of 
‘nance that consideration be given to whether the surplus cash resources being managed 
ry the Custodian should be transferred to the Consolidated Revenue Fund, with the 
Justodian’s administrative expenses being provided in future by parliamentary appro- 
tiation. Consideration was also invited to whether the other cash resources might be 
aanaged more effectively if they were held in an open account in the Consolidated Revenue 
und. We were informed that the suggestions would be examine d. 


| 
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The following is a summary’of the income and expense of the Custodian for the year 
together with comparable figures for the preceding year: sesh 


Year ended December 31 


1964 1963 

Income— 
Fees on assets released from administration.......+-+++-+++5 .$& 10,000 $ 9,000 
Interest on anvestMents. «=. -spenag eee ae es eee 206 , 000 199,000 
Tnterest on bank deposits. wa: ns. - Se eee eer eee 9 ,000 16,000 
225 ,000 224,000 

Expense— 
Salaries. © lnet Gecnus Cold emet bee eae oa See eee 81,000 108 , 000 

Box gratia, payment..csbs olga as Sale ees cies Che rier iy re 5,000 —_ 

Other 6k penseia tis. bk ae TORR oe Gere ss Pee 12,000 11,000 
98 ,000 119,000 
SPDLUS | Get gence ker agit Ris enor patos aise ara ue era 127 , 000 $ 105,000 


The income from fees on assets released from administration did not increase pro- 
portionately with the value of assets released during the year, due to a comparatively | 
large settlement having been made without fee. The increase in interest on investments | 
was due mainly to an increase of $11,000 in net discounts on purchases and sales of bonds 
offset by a reduction in interest earned for the year, whereas the decrease in bank interest 
resulted from the outflow of cash from among the vested assets as releases of assets from 
administration were effected. The decrease in salary costs resulted mainly from staff 
reductions that had been effected during the prior year. The ex gratia payment was made 
by Executive order, on the recommendation of the Department of External Affairs, to 
the widow of a former diplomatic representative to Canada whose assets of like value 
had been seized by the Custodian, liquidated, and the proceeds transferred to the Minister 
of Finance for credit to the War Claims Fund. 


227. Economic Council of Canada. The Council, with headquarters in Ottawa, was 
established by the Economic Council of Canada Act, 1963, c. 11, to advise how Canada 
can achieve the highest possible levels of employment and efficient production. At March 
31, 1965, the Council comprised a chairman, two directors and twenty-five other members 
broadly representative of different sectors and groups in the Canadian economy. 


Pursuant to section 20 of the Act, we have audited the accounts and financial trans- 


actions of the Council and have reported thereon, under date of June 11, 1965, to the 
Council and the Secretary of State. 
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| The following is a summary of the expenses of the Council for its firs! full year of 
operation ending March 31, 1965: 


Pe Rater tata GAC ee ie rae ie ss wnstaiee MW ePee wb e Ma dino Sheed adv neeculeds $ 643,000 
Ecobessional and apecial services... 5.2. 4ec5% ables (cays occ cuccencecc.ch occ 68,000 
CMCST SSS CRT ake Stn Apa b/d aA neg Oo ee oe ere 7 0) 66 , 000 
EROS Mt Pir MIMO Fer Be. Chas 22s catecoh eerary gore oo HENTAI DE ad 63,000 
Contributions to Public Service Superannuation Account and employee insurance. . 41,000 
Pipaibheryy applies, telephogesaiy . SN. UE. Ooo ecw. AW vce. 36,000 
ee roe Eee Pry. erie h eels hic clic eerste nace. oo 30,000 
| $ 947,000 


| Of the total expense of $947,000, an amount of $834,000 was provided by Privy 
Council Vote 35 and $113,000 was the estimated value of major services provided without 
charge by government derartments. 

228. Exchange Fund Account. The Exchange Fund Account, which was originally 
astablished by the Exchange Fund Act, 1935, c.60, “to aid in the control and protection 
of the external value of the Canadian monetary unit”, and continued by the Foreign 


Exchange Control Act, 1946, ¢.53, now operates under Part III of the Currency, Mint and 
dxchange Fund Act, R.S., ¢.315. 


__ Pursuant to section 27 of the Currency, Mint and Exchange Fund Act we have audited 
he Exchange Fund Account and the transactions in connection therewith for the year 
nded December 31, 1964, and have addressed a report thereon to the Minister of Finance. 
Chis section also requires a certificate to be given annually to Parliament and I now certify 
hat, in my opinion, the transactions in connection with the Account have been in accord- 


mice with the provisions of the Act and the records of the Account show truly and clearly 
he state of the Account. 


, 
f 


; 


The following is a summary of the transactions in the Account for the last. two years: 


Year ended December 31 


| 1964 1963 
ee arate 
| 
Pe rancerat Saniinay ele atc olay «4 ) louie heaeicwa.< saw dceas $ 2,751,594,000 $2 , 686, 227 , 000 
) Deduct: 
Paid into Consolidated Revenue Fund in respect of pre- 
Pods earls camaiitecsd+ wi. 2a. les wher atk ©: 62,594,000 35, 227 ,000 
2,689 , 000 , 000 2,651,000 ,000 
' Add: 
eWAnCes (Hey ONe YO ES hi hill aye, by 48,000 , 000 38,000,000 
Earnings on investments (to be paid into the Consolidated 
Sevenuc Mind) S208, RMU ORI TOC heh 63,552,000 62,594,000 


Berance ay December 3i.. fen... Loe coe eck eek $ 2,800, 552,000 $ 2,751,594,000 
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Year ended December 31 


1964 1963 


Represented by: 
Ganadian dollars: 0.1240 sec +2 sme Meee ere aes $ 1,241,000 $ 78,000 
United States dollars and securities.......---+++-s+++5 1,705,869 , 000 1,898, 188,000 
International Monetary Fund note........-++-++++++5 16, 236,000 — 
EOLA rans ne es Cte peer grr 1,108,876,000 883 , 500 , 000 
GUBDETISE ACCOUNM sg a). occ we em Bist velirent a ips oe aie 62,000 110,000 


2,832, 284,000 2,781,876, 000 
rrp US tates <a tiie wee oe teeter eaete ener aN crag ae 31,732,000 30, 282 , 000 


$ 2,800,552,000  $ 2,751,594,000 


The United States dollar holdings were valued at $1.08108 (par) at December 31, 1964 


and as a result the surplus was $19,195,000 greater than if the closing market rate of 
$1.07375 had been used. 


In our 1964 Report we referred to our previous recommendation with respect to the 


Exchange Fund Account and to the statement of the Minister of Finance to the Public 
Accounts Committee on July 21, 1964. The Public Accounts Committee made the following 
recommendation (Appendix 1, item 23) in its Sixth Report 1964: 


The Committee is glad to note that in future, commencing with this year or as soon as 
the necessary parliamentary authority is obtained, the annual balance of profit or loss 
arising from trading operations and investment, including interest and discount on securities, 
trading profits and losses on purchases and sales of foreign exchange, gold and securities, 
and the net valuation adjustments on unmatched purchases or sales during the year, is to 
be transferred to the Consolidated Revenue Fund. 


The Committee approves of the Minister’s proposal that the surplus of $30.3 million at 
December 31, 1963 be left in the fund to serve as a reserve against any future revaluation 
losses. 


The Committee understands the reluctance of the Minister to decide today whether 
future profits or losses arising from changes in exchange rates should be transferred to the 
Consolidated Revenue Fund at each year-end because of the possibility of these causing 
serious distortions in the budgetary accounts. However, the Committee also noted the 
statement by the Auditor General that the present surplus would be much larger had past 
exchange losses been charged to expenditure as they occurred, and that a drop of as little as 
two cents in value of the United States dollar can again cause the Exchange Fund Account to 
eo into a deficit position. It therefore recommends that in the event the holdings of the 
Account drop in value by an amount sufficient to eliminate the above-mentioned surplus 
and create a deficit in the Account, the Minister of Finance of the day give immediate 
consideration to the elimination of the deficit in order to maintain the full value of the 
advances made from the Consolidated Revenue Fund to the Exchange Fund Account. 


Parliamentary authority to transfer to the Consolidated Revenue Fund the net 


proms arising from trading operations and investment, as described in the Committee’s 
Sixth Report 1964 referred to above, was not obtained during the year and accor dingly 
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the net profit on these transactions in 1964 is reflected in the surplus of the Account 


which increased by $1,450,000 from $30,282,000 at December 31, 1963 to $31,732,000 at 
December 31, 1964. 


229. Municipal Development and Loan Board. This Board was established by the 
Municipal Development and Loan Act, 1963, c.13. The purpose of the Act is to promote 
increased employment in Canada through financial assistance by way of loans to munici- 
palities to augment or accelerate municipal capital works programs. The Board may not 
accept applications for or approve loans after March 31, 1966, and the total amount of all 
loans approved is limited to $400 million. 


The Act requires the Board to forgive payment of 25% of the principal amount of 
the loan where the municipal project is completed to the satisfaction of the Board on or 
before March 31, 1966 and 25% of the portion of the loan advanced at that date if the 
project is not completed. 


| Loan applications by municipalities require provincial approval. Four provinces, 
Quebec, Ontario, Manitoba and Saskatchewan, have entered into agreements with the 
Board, as provided in the Act, for provincial administration of programs. In these cases 
loans are made by the Board to the provinces to enable them to make loans to munici- 
palities in respect of municipal projects under the same terms and conditions as apply in 
the case of loans made by the Board directly to municipalities. 


‘Funds for the Board’s 1964-65 administrative expenses were provided by a parliamen- 
tary appropriation (Department of Finance Vote 45). Expenses for the year amounted to 
$145,000 compared with $60,000 for seven months in the previous year. 

| As at March 31, 1965, 1,323 loans to provinces and municipalities amounting to 
5242,607,000 had been approved by the Board. Loans disbursed totalled $10,183,000 of 
which $708,000, being 25% of the loans against 69 completed projects, had been forgiven 
oursuant to section 11 of the Act. Outstanding loan commitments at March 31, 1965 
tmounted to $232,424 000. 


Section 12 of the Municipal Development and Loan Act provides that the Governor in 
Jouncil, on the recommendation of the Minister of Finance, may from time to time pre- 
cribe the rate of interest to apply in respect of loans under the Act. Such interest is payable 
lirectly to the Department of Finance. Section 9(2) stipulates that it shall be a condition 
if any loan to a municipality in respect of a municipal project that the debentures to be 
ssued to the Board by the municipality in respect of the municipal project will bear interest 


t the rate applying pursuant to section 12 on the date the loan is approved by the Board. 


_ Although an interest rate of 52% was prescribed by Order in Council P.C. 1963- 
918 of December 27, 1963 for the period January 1 to March 31, 1964, 21 loans totalling 
2,404,000 were approved during this period with an interest rate of 54% (the rate in effect 
vior to January 1). This was in accordance with a decision of the Board on December 18, 
363 in respect of loans in process when there is a change in the interest rate. With reference 
) the four provinces with agreements for provincial administration, it was decided that 
1¢ Board would accept loan applications at the former rate, up to several days after the 


| 
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interest rate changes, provided the province’s commitment to the municipality was made in 
the previous quarter. With reference to loan applications from the six provinces without 
agreements, it was decided that the interest rate would be the rate in effect at the time an 
acceptable application was received by the Board. However, when the interest rate was 
reduced from 52% to 54% on January 1, 1965, the statutory provision was applied to loans 


for which applications had been received prior to January 1. 


930. National Gallery of Canada. The Gallery was incorporated under the National 
Gallery Act, R.S., c. 186. Its objects and powers comprise the development, maintenance, 
care and management of the National Gallery, the acquisition of works of art and generally 


the promotion of the public interest in art in Canada. 


Pursuant to section 9 of the National Gallery Act, the accounts for the year were 
examined and a report was addressed to the Secretary of State. 


The following is a comparative summary of expenditure for the past two years: 


Year ended March 31 


1965 1964 

Administration, operation and maintenance— 
Salaried ANG WAGES <eicesie <elere, assis cleus, “ep Sail pus Paci geeks $ 393,000 $ 351,000 
Accommodation. ..0:aceesiness chu aes ahaa aah 6 427 ,000 502,000 
Protective and other special serviceS.....-++++seeeeeeeeres 200 , 000 185,000 
Other ccd Siero nese pom Eres open nie syueeine srye* Scoala aloe 516,000 334,000 
1,536,000 1,372,000 
Purchases of works of art......ccceceseccccrsserrseserertsees 192,000 323 , 000 


$ 1,728,000 % 1,695,000 


The operating expenses of the National Gallery are met largely from parliamentary 
appropriations, with the remainder paid from a special operating account. Funds for the 
acquisition of works of art are provided through the National Gallery Purchase Account t¢ 
which are credited moneys appropriated by Parliament for that purpose. Funds from the 
National Gallery Special Operating Account are also used to acquire works of art an 
$2,000 was expended for this purpose in 1965. 


As stated in our Reports for the last three years, parliamentary control may be weak 
ened by the supplementing of specific appropriations by expenditures from the Nationa 
Gallery Special Operating Account, and by crediting to the Special Operating Accoun 
fees from exhibitions and lectures, proceeds from the sale of slides and photographs 
and service charges when the costs of producing this revenue are mainly met from th 
parliamentary appropriation for operating expenses. 
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231. Public Printing and Stationery stores. Section 34(2) of the Public Printing and 
Stationery Act, R.S., c. 226, requires the Auditor General to “annually or more frequently 
at his discretion, cause the stock of stationery, printing materials and supplies in store, 
to be checked with the quantities purchased and supplied”. During the year, as in prior 
years, such tests were made as we considered necessary to establish that the controls 
were operating satisfactorily. In addition, we participated in the physical inventory check- 
ing by departmental personnel. A report on the examinations was made to the Minister of 
Defence Production (see paragraph 219). 


At March 31, 1965 the inventories of Stationery, printing materials and supplies held 
by the Department totalled $2,900,000. A comparison with those at the end of the pre- 
ceding year is as follows: 


March 31 
1965 1964 
Printing materials and supplies 
Tales rut A Syst eect aa eee eae ee ee $ 491,000 $ 468,000 
BUSTS OS Bie ee ee edge 4 277,000 258 , 000 
PA INGETATIC® BUOTCR. 8 te ha 8 on ere cs « jebrviesate-css , cea. 158,000 165,000 
Printing sub-stores—Main Plant........................... 124,000 110,000 
a liscellnnpans cd ecae tile, sehr miedo lity! Sidibeie rus 5 Teen o, 42,000 41,000 
1,092,000 1,042,000 
BYORIAIH DtOCeNs Mane MMC ANTE T sme bah ok. - 858 , 000 874, 000 
Stationery, office equipment and parts 
eOOee Ore ees Wins cm ws gs occ. 804,000 471,000 
Typewriters and office machine (UNECE a Bae Een, Og 146 , 000 154,000 
A se beth ce aes Oe iy waht ers essa chiral Sesal-asds lic oeota ds — 6, 000 
950 ,000 631,000 


$ 2,900,000 $ 2,547,000 


i 
| 232. The Queen Ehzabeth II Canadian Fund to Aid in Research on the Diseases of 
| Children. The Queen Elizabeth II Canadian Research Fund Act, 1959, c. 33, established 
this Fund to assist individuals or organizations to undertake or carry on research into the 
diseases of children and the causes, prevention and treatment of such diseases. A Board of 
Trustees consisting of a chairman and six members is responsible for the management and 
administration of the Fund. As required by the Act, the National Research Council 
provides, without charge, such secretarial and other administrative and technical services 
and facilities as may be required by the Board, whose head office is in Ottawa. A report on 
the audit of the Fund’s accounts for the year ended March 31, 1965, which contained no 
qualification, was made to the Board and to the Prime Minister as required by the Act. 

| 


| 
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The Act provided $1 million for the Fund and also permits the Board to accept gifts 
for its purposes. The following is a summary of the Fund’s transactions for the year 
together with comparable figures for the preceding year: 

Year ended March 31 


1965 1964 
Balnedat Apr like eee ee $ 1,076,000 $ 1,049,000 
Earnings om investments. .i.. 520+ 2s. hee neers ere 58,000 58,000 
Gifta sl o.k od stawdee ete eo Sete 7 eee a 1,000 
58 ,000 &9 ,000 
1,134,000 1,108,000 
Awards approved during year......-s+esseeerreserrstsr ste 78,000 32,000 
Less: Cancellation of award approved in preceding year....-.--- 4,000 — 
74,000 32,000 
Batarice at Mares basis se pare ec aeeer Neer cee etn $ 1,060,000 $ 1,076,000 


Two categories of awards have been approved by the Board of Trustees, namely 
“Queen Elizabeth I Fellowships” and “Queen Elizabeth II Scientists”. Awards in the 
first category are made to doctors of medicine or “‘other suitable fields of science”’ to enable 
them to obtain advanced training and experience in research related to diseases of children. 
During the year the maximum stipend was increased from $5,000 to $6,000 per annum, 
with the basic stipend remaining at $3,500 per annum. In addition, where applicable, a 
Fellow may receive a children’s allowance and a travel grant. Two new and three renewal 
Fellowships totalling $27,200 were awarded during the year. The second category covers the 
salaries of scientists appointed to carry out research at universities or teaching hospitals. 
Regulations approved by the Board of Trustees with regard to these appointments provide 
for payments of $10,000 per annum for the first three years and $5,000 per annum for the 
next following three years, after which the institution at which the appointment is held is 
expected to maintain the salary of the appointee at an appropriate level without further 
recourse to the Fund. One such appointment was made during the year and provision for 
the $45,000 which it is expected will be ultimately expended was made in the Fund’s 
accounts. The Fund continues to support three appointees of prior years and the outstand- 
ing liability of $40,000 in this connection was included in the total provision of $116,000 
for awards approved, appearing in the Balance Sheet of the Fund at March 31, 1965. 


233. Roosevelt Campobello International Park Commission. The Roosevelt. Campobello 
International Park had its origin in the donation of the Roosevelt cottage and surrounding 
grounds on Campobello Island, New Brunswick, to Canada and the United States of 
America as a memorial to President Franklin Delano Roosevelt. Subsequent negotiations 
between the two countries culminated in a joint agreement of acceptance being signed on 
January 22, 1964. Establishment of the Commission was followed by the enactment in each 
country of the required legislation, the Roosevelt Campobello International Park Com- 
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mission Act (1964-65, c. 19) being assented to in Canada on June 30, 1964 and pro- 
claimed on August 14, 1964. The Commission consists of six members, three appointed 
by the Government of Canada and three by the Government of the United States of 
America. 


As auditor appointed by resolution at a meeting of the Commission in February 1965, 
we examined the accounts of the Commission and reported thereon on June 29, 1965. 


For the period from its establishment on August 14, 1964 to March 31, 1965, expenses, 
mainly comprising salaries and wages, aggregated $13,000. The operating expenses of the 
Commission are recoverable in equal shares from the Governments of Canada and the 
_ United States of America. During the initial period of organization funds to finance the 
Commission were advanced by the Department of External Affairs of Canada and the 
Province of New Brunswick. 


| 234. Royal Canadian Mint stocks. The Royal Canadian Mint is a branch of the De- 
_ partment of Finance and its revenue and expenditure accordingly form part of, and are 
examined with, departmental revenue and expenditure. However, section 20 of the Cur- 
rency, Mint and Exchange Fund Act, R.S., c. 815, requires that “the Auditor General 
shall, at least once in each year, inspect the store of bullion and coin at the Mint”. We 
inspected these stores as at J anuary 31, 1965 and reported thereon to the Deputy Minister 
of Finance. The stocks of bullion and metals at cost, and coin at face value, held by the 
Mint at January 31, 1965 amounted to $16,946,000 comprising: gold $2,812,000, silver 
$13,272,000, bronze $723,000, nickel $93,000, and other metals $46,000. 


235. Unemployment Insurance Fund. The Unemployment Insurance Act, 1955, c. 50 
_(superseding 1940, c. 44) provides for insurance against unemployment and for the mainten- 
_ ance of a national employment service. To the end of 1964-65, the Act was wholly adminis- 
tered by the Unemployment Insurance Commission consisting of three commissioners 
“appointed by the Governor in Council. With effect from April 1, 1965, the powers, duties 
and functions of the Commission relating to the national employment service were trans- 
ferred to the Department of Labour under authority delegated to the Governor in Council 
by Department of Labour Vote 7a of Appropriation Act No. 10, 1964. 

| The Act established the Unemployment Insurance Fund as a special account in the 
Consolidated Revenue Fund to which all contributions from insured employees and their 
‘employers and federal government contributions equivalent to one-fifth of the total em- 
ployee-employer contributions, together with interest on investments, are credited, and 
to which benefits and other payments under the Act are charged. 

Financial statements showing the state of the Fund at the end of the fiscal year and 
the operations of the Fund during the year are prepared annually by the Commission. In 
our 1960 and subsequent Reports attention was drawn to the fact that the Act does not 
require that these financial statements be audited. The Public Accounts Committee made 
reference to this in its Fifth Report 1961, Fourth Report 1963 and Fourth Report 1964 (see 
‘Appendix 1, item 11) recommending that these statements be required by statute to be 
prepared by the Commission and reported upon by the Auditor General. Although the Act 
Aas not yet been amended, the Commission has submitted its financial statements for the 
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past four years to the Audit Office for examination, and the statements for the year ended 
March 31, 1965, together with our report thereon to the Minister of Labour, are reproduced 
in the Public Accounts, Volume II, pages 22.22 to 22.24. 


The following is a comparative summary of the Fund’s transactions for the past three 
years, together with the year-end balances at the credit of the Fund: 


1962-63 1963-64 1964-65 
Receipts— 
Contributions from employers and em- 

DOVES <icsume ie tenes nee ce nee ne ee $ 286,430,000 $ 296,586,000 $ 310,751,000 
Contributions from Government of Canada. 57, 286,000 59,317,000 62,150,000 
Otheran comes site cies bie te eeneeh hae ee 2,570,000 1,172,000 1,914,000 

346 , 286, 000 357,075,000 374,815,000 
Disbursements— 
Benefit payments.........--+..eeeeee eres 403,191,000 365,655,000 335,030,000 
Interest on advances.......-..-.+see eee = 238,000 163 ,000 
403 , 191,000 365 , 893 , 000 335, 193,000 
Excess of disbursements over receipts........ $ 56,905,000 $ 8,818,000 
Excess of receipts over disbursements........ $ 39,622,000 


Balance at credit of the Fund.............-- $ 9,693,000 $ 875,000 $$ 40,497,000 


The annual disbursements shown above do not include the administrative expenses 
of the Commission which are financed out of parliamentary appropriations for the Com- 
mission (Department of Labour Vote 30) in accordance with section 10 of the Act. These 
expenses amounted to $54,254,000 in 1964-65 compared with $48,684,000 for the preceding 
year. Also not included are: the value of accommodation for the Commission’s offices 
throughout Canada, contributions to the Public Service Superannuation Account, ac- 
counting services provided by the Comptroller of the Treasury and other services provided 
by government departments, all of which were estimated at $10,410,000 for 1964-65 as 
against $10,034,000 for 1963-64. 


The increase of $5,570,000 in administrative expenses in the year was largely accounted 
for by increases in salaries and wages of $4,504,000, publicity $281,000, postage $221,000, 
office supplies $186,000, and communication services $163,000. Costs associated with a new 
program of registration of employees begun during 1963-64 to replace an inadequate 
system of numbering persons insured under the Unemployment Insurance Act and designed, 
as well, to serve the needs of the Canada Pension Plan, accounted for $617,000 of the in- 
crease in salaries and wages, $263,000 of the increase in publicity costs and $299,000 of the 
increases in other costs. The increase in salaries and wages, other than that attributable to 
the registration program, resulted from an increase of almost 400 in full-time staff which 
took place commencing in the latter part of 1963-64 following relaxation of the restriction 
imposed on staff hiring, and from a general salary increase granted in 1964-65 which was 
retroactive to the preceding fiscal year. The increase in postage is largely the result of the 
gradual extension of the system of paying benefits by mail. 
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The new registration program which has cost $1,966,000 to March 31, 1965 will be 
virtually completed by the end of 1965-66. Because early adoption of a Canada Pension 
Plan appeared imminent, the Commission, in conjunction with its program of assigning 
new numbers to all employees insured under the Act, was requested to solicit the registra- 
tion of non-insured persons as well. The cost of processing these additional registrations, 
together with the extra publicity costs arising out of the need to acquaint this segment of 
the public with the program, has resulted in costs being charged to the Unemployment 
Insurance Commission appropriation for administrative expenses in excess of those required 
to carry out the purposes of the Unemployment Insurance Act. 


Reference is made in paragraph 72 of this Report to the regional payment centre 
established in Winnipeg during the year which, with the use of electronic data processing 
equipment, was to handle payment of unemployment insurance benefits for the Prairie 
Region. The installation was not a success and was abandoned in J une 1965. 


In 1964-65 receipts of the Unemployment Insurance Fund exceeded disbursements, 
marking a reversal in the series of annual deficits that have occurred in the seven preceding 
fiscal years. The surplus in the year’s operations amounted to $39,622,000 compared with 
deficits of $8,818,000 in 1963-64 and $06,905,000 in 1962-63. This substantial improvement, 
which is a continuation of an upward trend which commenced in 1961-62, is attributable 
to fewer benefit payments and shorter benefit periods although there has been a slight 
increase in the average weekly benefit paid in each year. Comparisons follow: 


1962-63 1963-64 1964-65 
Average monthly percentage of the insured 
population drawing benefit............... 8.1% 7.2% 6.1% 
Number of initial benefit claims allowed...... 1,292,476 1,197,421 1,135,931 
Average number of benefit weeks paid........ 13.4 13.1 13.0 
Average weekly benefit rate paid............. $ 24,27 $ 24.49 $ 24.55 


For the second successive year there was an occasion during the year when the re- 


| Sources of the Fund were exhausted. When this happened the amounts required to dis- 
_ charge the Fund’s liabilities were obtained by Government of Canada loans which were 
, authorized to a maximum of $55,000,000 by Appropriation Act No. 2, 1964 (Department 


of Labour Vote L27e). Borrowings reached a maximum of $26,500,000 on May 29, 1964 


and were fully repaid by July 17, 1964. 

All security transactions of the Fund in the year were in a special Government of 
_ Canada issue which is redeemable at par subject to 30 days’ prior notice, and thus no gains 
| or losses on sales were incurred. 


In keeping with past practice, we reported to the Chief Commissioner on each of the 
examinations of field offices made during the year. Prompt attention was given to all 
| audit observations raised and corrective action was taken where called for. Our examin- 
ations are designed primarily to test the adequacy of internal control over contributions, 
“other income, benefit payments and the collection of overdue contributions, penalties and 
benefit overpayments. The extent to which adjudication of claims complies with the pro- 
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visions of the Act and regulations is also tested. In appraising the validity of benefit 
awards, no attempt is made by the Audit Office to verify the accuracy or completeness of 
information regarding claimants contained in the records of the Commission, beyond 
questioning apparent deficiencies in these records. This aspect of the verification of claims 
is carried out by the Commission’s own investigation-enforcement staff. 


No attempt is made by this Office to audit the accounts of employers to see that em- 
ployer-employee contributions are fully made to the Unemployment Insurance Fund and 
that each worker is credited with the proper contributions. These records are verified by the 
Commission’s internal audit division. 


936. Yukon Territorial Government. 'The Yukon Act, 1952-53, c. 53, provides for the 
appointment by the Governor -n Council of a chief executive officer for the Territory to be 
known as the Commissioner and for the election of a Council composed of seven members. 
The Commissioner in Council is empowered by the Act to make ordinances for the govern- 
ment of the Territory in those fields normally within provincial jurisdiction. 


The accounts relating to the receipt and expenditure of territorial funds and of money 
appropriated by Parliament for the Territory are subject to examination by the Auditor 
General of Canada, in accordance with section 26 of the Act. There is no requirement for 
the preparation of annual financial statements, nor for their certification by the Auditor 
General as the statutory auditor, but the Department of Northern Affairs and National 
Resources has advised that it proposes to recommend amending legislation to rectify this. 
Pending the enactment of such legislation, the Commissioner has submitted for audit ex- 
amination the annual financial statements prepared by the Territory for publication in 
its Public Accounts, and we have agreed to furnish audit certificates with respect to these 
statements. 


The following is a summary of expenditure and revenue of the Yukon Territorial 
Government for the year ended March 31, 1965, with comparable amounts for the pre- 
ceding fiscal year: 

Year ended March 31 


1965 1964 
Expenditure— 
Education. rials nla oa ang atl ase ale Meakin eat ie ie aaah $ 1,606,000 $ 1,335,000 
Capital prolectse.... cs 1x sa sere scree ame otc Ciencias cr aan 1,595,000 2,721,000 
Roads, bridges:and publickworkse aes a.) arias eke mieten 1,356 , 000 1,009,000 
Yukon Hospital Insurance Services. ace ai rere ite iets 668 , 000 684, 000 
Justice ee eer PT en Me ee F 538, 000 336 , 000 
M elfare Re eae Ge ERS. ae air RS Cr aT OS bed 445 ,000 395 , 000 
Voeational framing. obo: on eat ee see ee rea eee 302,000 230 , 000 
Health Vy hie Bee NaS. SEIT 5, ee ae AR ae Pee as ees 301 , 000 260 , 000 
Miunieipal andearea development ...1.5 a0 57 ues one ae eee 290 , 000 244,000 
| Gaye alg 84232) <] a hen Sn a Re i lel 2 oa ith 267 , 000 206 , 000 
Otheriexpéenditure: esis tt ak) eas eee 669 , 000 615,000 


8,037 ,000 8,035,000 
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Year ended March 31 


1965 1964 
Revenue— 
Federal grants 

SJE Dna i iran eae alr ouye ee i 1,868,000 1,609 , 000 
aie AMON ZAtoner On hte Pt aw nees oa. ee... oo 434,000 314,000 
2,302,000 1,923,000 
AR Me MOONO sean ctr cls kao ne ay kee gs. 969 , 000 843 , 000 
SA UOL ONES renee ape ene Nes eae 884, 000 916,000 
S\CCRE GS TEV ONO ian ei ae ee ew. 286,000 271,000 
SOU BCE TOV UU C ae. eon ni lI Co se eh 316 , 000 268 , 000 
4,757,000 4,221,000 

Expenditure recoveries— 
WADE Ore eCit reer ati hut ee ee 840, 000 1,397 , 000 
Roads, bridges and public works.......................... 821,000 617,000 
LOS TTC FG) Bi) ee in ee a ee 447 , 000 514,000 
Yukon Hospital Insurance Service........................ 439 ,000 356 , 000 
Wiel Mec oy crtey rans esl totem tees vn ek Force uccnd Meme srs wcrrsesese, 530,000 497 ,000 
3,077,000 3,381,000 
7,834,000 7,602,000 
| Excess of expenditure over KUNAL ns wei Ge DES RIEL a aE eS 203 , 000 $ 433 , 000 


Loans repayable to the federal Government at the close of the year amounted to 
| $6,855,000, an increase of $681,000 over the preceding year’s total of $6,174,000. 

| Under the federal-territorial financial agreement for the five-year period ending March 
31, 1967, Canada agreed to make certain annual payments to the Territory in return for 
which the Territory agreed to refrain from imposing, levying or collecting individual and 
| corporation income taxes and succession duties. One of the payments for which the agree- 
Ment provides is an amortization subsidy in respect of outstanding loans. For the year 
under review an amount of $434,000 was involved, of which $225,000 related to interest 
and $209,000 was for the purpose of reducing the principal of the loans. A result of this 
particular annual payment is that the federal Government provides funds to cover the 
Payment of interest to itself and also to repay amounts previously appropriated for the 
purpose of making the loans to the Territory. 


| 
| 


I should like to record my appreciation to all members of the staff of the Audit Office 
‘or their loyalty and devotion to duty during the past year. 


A. M. HENDERSON, 
Auditor General of Canada. 


November 30, 1965. 
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APPENDIX 1 


RECOMMENDATIONS AND OBSERVATIONS BY THE 
STANDING COMMITTEE ON PUBLIC ACCOUNTS NOT YET 
IMPLEMENTED OR DEALT WITH BY EXECUTIVE ACTION 


Fourth Report 1963—presented to the House on December 19, 1963 


SECOND CLASS MAIL. The Committee expressed its belief that early consideration should 
be given by Parliament to ways and means of covering the loss of the Post Office 
Department in handling second class mail and requested the Auditor General to keep 
the matter before Parliament in his annual Reports in order that subsequent committees 
may give consideration to it. See paragraph 105 of this Report. 


DEPARTMENTAL OPERATING ACTIVITIES. The Committee reiterated its belief that it would 
be desirable, in order that Members may have a clear understanding of the true financial 
results of departmental trading and servicing activities, were overall financial statements 
reflecting these activities to be included in the Public Accounts, provided this can be 
done without undue cost or staff increases. The Committee requested the Auditor 
General to continue to keep the development of this objective under close surveillance 
and to report thereon to the Committee in due course. See paragraph 211 of this Report. 


INTERNAL FINANCIAL CoNTROL. The Committee requested the Auditor General to 
continue his examinations into the important area of internal financial control and to 
report further to the House on steps taken or which should be taken to improve financial 
management in the various departments, Crown corporations and otherinstrumentalities. 
See paragraph § of this Report. 


UNEMPLOYMENT ASSISTANCE. The Committee shared the opinion of the Deputy Minister 
of Welfare and the Auditor General that consideration should be given by Parliament to 
redrafting the Unemployment Assistance Act so as to state more clearly the objectives 
and methods of achieving them and to remove ambiguities in the present law which 
have resulted in varying interpretations. It believed that consideration should also be 
given to including with Unemployment Assistance other existing programs to assist the 
needy so as to provide better co-ordination of federal-provincial efforts in this field. 
See paragraph 87 of this Report. 


Fourth Report 1964—presented to the House on July 28, 1964 


FINDINGS OF THE ROYAL COMMISSION ON GOVERNMENT ORGANIZATION. The Auditor 
General referred to the numerous and widespread findings made public in 1962 and 
1963 by this Royal Commission as a result of its examination into the organization and 
methods of operation of departments and agencies of the government. He reminded 
the Committee that where administrative action has caused or contributed to waste 
of public money, it is his duty to report such cases as he considers should be brought to 
the notice of the House. He pointed out that while some instances come to his attention 
directly during the course of his audit work, others are indirectly brought to light by 
action on the part of the administration itself in the course of examining its own opera 
tions, as, for example, through the medium of internal auditing. 
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By the same token, he considers it to be his duty to study reports prepared by or for the 
managements of departments and agencies, as are by law available to him, directed 
toward the saving of public money by the elimination of wasteful practices and unneces- 
sary or uneconomical operations. To the extent such reports correctly indicate where 
and how savings could be made, the Auditor General considers he has a responsibility 
to Parliament to follow through in all such cases and ascertain what action has been 
or will be taken toward achieving such savings, or if no action is to be taken, to inquire 
why. On the other hand, he does not conceive it to be his responsibility to assess the 
practicability of any specific recommendations made because, in his view, the decision 
with respect to the extent to which, or the ways in which, such recommendations can 
and will be implemented must always be the sole responsibility of management. 


With regard to the findings of the Royal Commission on Government Organization, the 
Auditor General believes it to be of considerable importance that those relating to 
outdated procedures, uneconomical operations and wasteful practices be effectively dealt 
with, not only in the interests of improving efficiency but because of the substantial 
savings of public funds which could result. It is the opinion of the Committee that not 
only does this lie within the statutory responsibilities of the Auditor General but that 
the Auditor General’s concept of his responsibilities in this matter is in accord with the 
intent and wishes of Parliament. See paragraph 7 of this Report. 


THE FORM AND CONTENT OF THE ESTIMATES. In its Third Report 1963 tabled in the 
House on December 19, 1963 the Committee had made the following immediate rec- 
ommendations under paragraph 3: 


(a) Implemented 


(b) Inclusion of supporting financial information of Crown corporations and other public instrumen- 
talities in the Details of Services for the purpose of providing better information to the Members 
and to the public with respect to the nature of the fiscal requirements of the Crown corporations 
and other agencies requiring financing by parliamentary appropriations. 


(c) Presentation of additional information in the Estimates concerning the staff of all government 
departments and the Crown corporations and other public instrumentalities referred to under 
clause (b) above: 

(i) Implemented 
(ii) brief notes explaining proposed major increases in the size of establishments. 


The Secretary of the Treasury Board explained to the Committee that he had not yet 
been able to discuss with any of the Crown corporations or public instrumentalities the 
practicability of including supporting financial information in the Estimates with 
respect to their operations. He undertook to do so and to advise the Auditor General 
for the information of the Committee. 


The members of the Committee were glad to learn from the Secretary of the Treasury 
Board that he supported the recommendations made under this heading by the Auditor 
General in his Reports to the House. The Committee believes that there is room for 
improvement in the Estimates presentation designed to provide more informative 
description and more complete disclosure of pertinent supporting detail—information 
which, in the opinion of the Committee, is essential if Parliament is to be in a position to 
give the Estimates the close study and consideration they deserve. 


The Committee also recommended that consideration be given to referring the depart- 
mental Estimates in greater numbers to the Standing Committee on Estimates so that 
it might examine them in detail and report back thereon to the House. It believed such 
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a procedure would not only accelerate the work of the House but would contribute 
materially to improving parliamentary control of public funds before those funds are 
committed or spent. See paragraph 9 of thes Report. 


LIVING ALLOWANCES TO FEDERALLY-APPOINTED JUDGES. In its Fourth Report 1963 the 
Committee had noted that in cases where judges were appointed from time to time as 
conciliators or arbitrators on boards, they were paid living allowances of $60 a day in 
addition to actual out-of-pocket expenses for transportation, parlour and pullman car 
accommodation and taxicabs. The Committee was of the opinion that a daily rate at 
this level could be regarded as including an element of remuneration which would be 
contrary to subsection (1) of section 39 of the Judges Act. It had therefore recommended 
that if additional remuneration was to be paid to judges appointed for the purposes 
described above, the approval of Parliament for payment of such additional remuneration 
should be sought. 


The Committee recorded that, despite this recommendation, a case had since been 
noted where a rate of $100 a day was approved on May 7, 1964 by the Treasury Board 
and the Governor in Council on the recommendation of the Department of Labour. 


The Committee reiterated the recommendation made in its Fourth Report 1963 that if 
additional remuneration was to be paid to judges appointed as conciliators or arbitrators 
on boards established to deal with disputes affecting employers and their employees, the 
approval of Parliament for payment of the additional remuneration should be sought. 
See paragraph 70 of this Report. 


GOVERNOR GENERAL’S SPECIAL WARRANTS. The Committee recommended that a study 
be made of Governor General’s special warrants. 


REMISSION OF SALES TAX ON OLEOMARGARINE. The Committee was concerned to learn 
that the undertaking given in 1949 that the Government would submit to Parliament 
legislation designed to exempt oleomargarine sold in Newfoundland from the federal 
sales tax in the same manner as basic foodstuffs in other parts of Canada had not been 
carried out. Instead, the authority provided to the Executive by section 22 of the 
Financial Administration Act had been used to render a tax, applicable elsewhere in 
Canada, completely inoperative in one province. 


The Committee stated that it does not consider that section 22 of the Financial 
Administration Act should be used in this way. 


COST OF GASOLINE USED IN DEPARTMENTAL VEHICLES AT OTTAWA. The Committee learned 
from the Secretary of the Treasury Board that an alternative means of effecting savings 
in the purchase of gasoline was presently being considered. Having in mind the time 
which had elapsed since the matter was first taken under consideration, the Committee 
urged the Secretary of the Treasury Board to have the matter finalized at the earlies' 
possible date. The Committee further requested that the Secretary of the Treasur) 
Board provide it in due course with information as to the final decision in this matte! 
and also as to the various alternatives which were considered and, with respect t 
those which were rejected, the reasons for such rejection. 


B he Treasury Board at its meeting on March 31, 1965 approved implementation of ‘ 
national credit card system for Crown-owned vehicles operated by civilian Governmen 
departments and for which gasoline is now purchased from service stations. Departmen 
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of Public Works’ vehicles maintaining the Northwest Highway system were not in- 
cluded. In order to permit implementation of the scheme the Board authorized the 
Department of Defence Production to enter into formal agreements with certain 
suppliers who had offered attractive discounts which it was estimated would result in 
annual savings of $158,000. 


Some of the agreements have been entered into but as of October 31, 1965 no credit 
cards had been issued. 


UNEMPLOYMENT INSURANCE FUND AND ITS ADMINISTRATION. The Committee stated its 
opinion that it is in the public interest that the Government’s consideration of the 
report of the Committee of Inquiry be completed as soon as possible, and that the 
Government bring forward promptly such proposals as it may deem necessary to deal 
with the problems raised by the report. 


The Committee also reiterated the additional recommendation made in its Fourth 
Report 1963 that preparation of the annual financial statements for the Unemployment 
Insurance Fund should be made a statutory responsibility of the Unemployment 
Insurance Commission and that the statements should be reported on by the Auditor 
General. See paragraph 235 of this Report. 


BOARD OF GRAIN COMMISSIONERS. In its Fifth Report 1961 the Committee had stated 
that it felt concerned that in each year since 1953-54 the expenditure of this activity 
had exceeded its revenue by more than $1 million and it requested the Auditor General 
to keep this matter under review and report thereon to the Committee in due course. 


Expenditures of the Board, including the estimated cost of $294,000 for services pro- 
vided without charge by other government departments, exceeded revenues by 
$1,823,000 for the year ended March 31, 1965. 


Effective August 1, 1965 the fees charged by the Board for inspection and weighing 
services have been increased by 50%. Had the increased rates been in effect throughout 
the year ended March 31, 1965, the Board’s revenues would have been $1,760,000 
greater. See paragraph 215 of this Report. 


OFFICE OF THE AUDITOR GENERAL. In the opinion of the Committee, it is fundamental 
that this independent auditing office be strong, capable, efficient and equipped to 
operate in accordance with the high standards of independence and objectivity expected 
of professional accountants, with respect to the legal duties. 


The Committee believes that as an officer of Parliament the Auditor General should be 
free to recruit the staff he needs in the same independent manner as do other officers of 
Parliament and Crown corporations generally. The Auditor General informed the 
Committee that the recruitment outlook was currently satisfactory and that, barring 
any unforeseen developments, he believed that he could fill his presently approved staff 
establishment under existing arrangements by the end of the year. The Committee 
therefore asked him to render a further report on this situation in due course. 


The Committee noted that amendments to the Financial Administration Act were to be 
introduced in due course and believed appropriate amendments should be considered at 
that time designed to allow the Auditor General to appoint such officers and employees 
as are necessary for the proper conduct of his Office. See paragraph 11 of this Report. 
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Fifth Report 1964—presented to the House on August 5, 1964 
Canadian Broadcasting Corporation 


REPORT OF THE ROYAL COMMISSION ON GOVERNMENT ORGANIZATION. The Committee 
recommended that the Secretary of State table an official memorandum in the House 
presenting the views of the Canadian Broadcasting Corporation and its replies to each 
of the matters dealt with by this Royal Commission in its Report 19 and that this be 
done before the estimates of the Corporation are considered by the House. See para- 
graph 187 of this Report. 


Sixth Report 1964—presented to the House on October 20, 1964 


NATIONAL DEFENCE ADMINISTRATIVE REGULATIONS AND PRACTICES. The Committee 
expressed the hope that the changes which have been made or are in the process of being 
made in the Armed Forces’ administrative regulations will bring about the desired 
results. It requested the Auditor General to inform the House of any case where the 
changes appear to be inadequate or where abuse and waste of public funds develop. 
See paragraph 73 of this Report. 


UNAUTHORIZED USE OF CROWN-OWNED VEHICLES. The Committee recommended that 
the regulations be amended to provide for uniform penalties of sufficient magnitude, 
applicable to all personnel, to act as a real deterrent to the unauthorized use of Crown- 
owned vehicles. 


FINANCIAL ASSISTANCE TO TOWN OF OROMOCTO. The Committee recommended to the 
Department of Finance that consideration be given to writing off to expense certain 
loans made to the Town. 


EDUCATIONAL COSTS INCURRED BY THE DEPARTMENT OF NATIONAL DEFENCE. The Com- 
mittee requested the Auditor General to follow this matter up to determine that amounts 
of grants underclaimed in the past are recovered and that practices adopted by the 
Department to avoid losses in the future are adequate. 


ASSISTANCE TO PROVINCES BY THE ARMED FORCES IN CIVIL EMERGENCIES, The Committee 
noted that certain provinces had not settled outstanding accounts with the Department 
of National Defence relating to assistance provided by the Armed Forces in civil 
emergencies in prior years. It also noted that as the Department had not been successful 
in collecting the accounts, they had been referred to the Executive for direction but such 
direction had not as yet been received. The Committee directed the Auditor General 
to inform it of the final outcome of these matters. 


PENSION AWARDS EFFECTIVE AT EARLY AGE. The Committee noted that the Department 
of National Defence has been conducting a general review of the benefits payable under 
the Canadian Forces Superannuation Act and has been considering the advisability of 
introducing deferred pensions similar to those provided for under the Public Service 
Superannuation Act and that this review is continuing. The Committee requested the 
Auditor General to keep it informed as to the progress being made in the introduction 
of deferred pension benefits for servicemen retiring at comparatively early ages. See 
paragraph 84 of this Report. 


DISCRETIONARY AWARDS OF SERVICE PENSIONS. The Committee noted that the Depart- 
ment of National Defence is making a study in an endeavour to achieve a system under 
which the entitlements to all pensions would be specific which, if this were possible, 
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would eliminate the considerations of the Pension Board which is now responsible for 
establishing reasons for release. The Committee requested the Auditor General to advise 


it in due course of any action taken to revise the present system. See paragraph 85 of 
this Report. 


OVERLAPPING OF PENSION BENEFITS. The Committee was pleased to hear from the Deputy 
Minister of National Defence that it is his intention when the Canadian Forces Super- 
annuation Act is to be amended to bring this matter to the attention of the Ministers 
with a view to preventing future incidents of this kind. The Committee requested the 
Auditor General to keep it informed as to progress made. 


ADVANCES TO THE EXCHANGE FUND account. The Committee recommended that in the 
event the holdings of the Account drop in value by an amount sufficient to eliminate 
the surplus of $30.3 million at December 31, 1963 and create a deficit in the Account, 
the Minister of Finance of the day give immediate consideration to the elimination of 
the deficit in order to maintain the full value of the advances made from the Consoli- 
dated Revenue Fund to the Exchange Fund Account. See paragraph 228 of this Report. 


ERRORS IN PUBLIC SERVICE SUPERANNUATION ACCOUNT PENSION AND CONTRIBUTION 
CALCULATIONS. The Committee expressed concern that this matter (first drawn to the 
attention of the Department of Finance by the Auditor General in 1959), which it 
regards as being very serious, is taking so long to be corrected. It requested the Auditor 
General to keep it fully informed. See paragraph 64 of this Report. 


PENSION INCREASED BY PAYMENT OF TWO SALARIES. The Committee stated it expects to 
see suitable amending legislation introduced in due course to protect the Public Service 
Superannuation Account from excessive annuity charges and requested the Auditor 
General to keep it fully informed. 


RECIPROCAL TRANSFER AGREEMENTS FOR SUPERANNUATION BENEFITS. The Committee 
suggested that when the Public Service Superannuation Act is next amended a suitable 
amendment be introduced which will provide for the disposition of any excess amounts 
of contributions in reciprocal transfer cases. 


INTEREST CHARGES ON LOANS TO THE NATIONAL CAPITAL COMMISSION. The Committee 
recorded how, in its Fourth Report 1963, it had expressed the view that since outlays on 
properties such as those held by the National Capital Commission are expenditures of 
the Crown rather than income-producing investments, it would be more realistic were 
Parliament asked to appropriate the funds in the years in which properties, which are 
not to be specifically held for resale, are to be acquired, instead of leaving the expenditure 
involved in the repayment of loans to be absorbed in future years. 


After hearing further evidence, the Committee stated it continues to hold the view that 
outlays on properties such as these are expenditures of the Crown rather than income- 
producing investments, and that Parliament should be asked to appropriate the funds 
in the years in which the properties are to be acquired. It pointed out that if this were 
done it would eliminate the need for Parliament to appropriate funds to the Commission 
to service loans made under the present practice. The Committee repeated its request 
that the Department of Finance review the existing practice with the National Capital 
Commission with a view to placing the financing of the Commission on a more realistic 
basis. See paragraphs 167 and 202 of this Report. 
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The Deputy Minister of Public Works advised on February 24, 1965 that the National 
Capital Commission is fully conversant with the various facets of this problem and is 
awaiting further directions from the Department of Finance in this regard. The Com- 
mission understands this recommendation places the initiative for the review on the 


Department of Finance. 


ACCOUNTS RECEIVABLE. The Committee expressed concern that weaknesses exist in the 
internal control with respect to accounts receivable and suggested that the Treasury 
Board have the matter studied with a view to ensuring that amounts due to the Crown 
are adequately recorded, that an accounts receivable control system is instituted and 
that collection procedures are tightened up and firmly enforced. See paragraph 168 of 
this Report. 


INDIRECT COMPENSATION TO CHARTERED BANKS. The Committee recalled that, in its 
Fourth Report 1963, it had advised the House that it was in agreement with the view 
of the Auditor General that the arrangement existing between the chartered banks and 
the Government of Canada does constitute indirect compensation to the chartered banks 
and that this may be construed as being contrary to the intent of section 93(1) of the 
Bank Act. 


The Committee reiterated its belief that, +f the banks are to be compensated for services 
provided to the Crown, consideration should be given to the most equitable manner in 
which this may be done, with statutory sanction being given by means of an appropriate 
amendment to the Bank Act, possibly at the time of the decennial revision in 1965. 
See paragraph 62 of ths Report. 


THE CANADA CoUNCIL. The Committee stated that, in its Fourth Report 1963, it had 
noted that the Council proposed to accept the 1956 census as a basis for distribution of 
the profits realized and interest earned on the University Capital Grants Fund and also 
to accept the ‘“‘hotch-pot” or trust fund approach to this distribution. Because of doubts 
expressed by other legal counsel and the Auditor General as to the propriety of applying 
these bases, the Committee had postponed further consideration of the matter. 


The Committee was informed that in the interim the Council had proceeded to allocate 
and distribute funds resulting from profits realized and interest earned on the foregoing 
bases. The Committee regarded the approach as a reasonable one, but because of the 
conflicting views held as to whether the action taken is ultra vires of subsection (2) (0) 
of section 17 of the Canada Council Act, recommended that steps be taken to seek 
amending legislation to provide clear authority for the Council to use the 1956 census 
and the “hotch-pot” approach in the distribution of interest and profits in respect of 
the University Capital Grants Fund. See paragraph 225 of this Report. | 


Seventh Report 1964—presented to the House on December 7, 1964 
Surplus Assets Disposal 


The Committee expressed deep concern that while physical inventory quantities are 
maintained and are readily available in respect of all of the equipment and supply items 
maintained by the Department of National Defence, the purchase cost of the materials, 
including supplies and equipment stores at supply depots and at repair and overhaul 
contractors’ establishments, is not available. In accordance with sound business prac- 
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tice, it would be reasonable to ascertain, for the purposes of financial management 
control, the value of the inventory and what it costs to store and handle such an 
inventory. 


While the Committee expressed its satisfaction with the supervisory methods exercised 
by the Department of National Defence over its physical inventory quantities, it did 
not see how the Department can perform a really effective job of inventory manage- 
ment without knowing the value of the inventory and what it costs to carry it. Further- 
more, the lack of any cost or carrying values has rendered it difficult for the Committee 
either to form any reasonable estimate of the value of the supplies on hand or to deter- 
mine what would seem to be a reasonable inventory level for a department the size of 
the Department of National Defence to maintain for the requirements of the three 
Armed Forces. In this connection it should be borne in mind that appropriations ap- 
proved for the Department of National Defence have aggregated an average of $1,646 
million annually, of which $421 million related to equipment, materials and supplies, 
over the past five years so that it does not seem unreasonable for the Committee to 
expect that some maximum dollar figure of values should be established to govern the 
size of the inventory. It was explained to the Committee by the officials of the Depart- 
ment of National Defence that the Department has been studying this matter for some 
time and the hope is entertained that it will be possible in due course to record the 
dollar value of this stock subject to the extent to which the recommendations of the 
Royal Commission on Government Organization are implemented in the years ahead. 
The Committee found general agreement that the determination of this would con- 
tribute materially to an improvement in the management of an inventory of this size. 


The Committee made the following recommendations: 


(1) that every effort be made by the executive to introduce at as early a date as possible an effective 
accounting change in the operations of the Department of National Defence whereby inventory 
quantities can be costed on acquisition and recorded in the quarterly or periodic inventory listings 
made by the Department; 


(2) that effective with the fiscal year 1964-65 the Department of National Defence issue a statement 
listing or summarizing all material declared surplus during the year showing, to the extent it can be 
determined, its original cost and the value obtained on disposal of this equipment by Crown Assets 
Disposal Corporation; also the value obtained for other surplus material, etc., declared without 
value to the Corporation, and that such a statement be placed in the Public Accounts of Canada : 


(3) that the preparation of a statement similar to the foregoing be made a requirement for each depart- 
ment and agency of the Government declaring material surplus for the purpose of disposing of such 
material during each fiscal year and that such statements likewise be placed in the Public Accounts 
of Canada effective with the fiscal year 1964-65; see paragraph 10 of this Report. 


(4) Implemented 


Eighth Report 1964—presented to the House on December 7, 1964 


HOSPITAL CONSTRUCTION GRANTS. The Committee stated it shared the opinion of the 
Deputy Minister of National Health and the Auditor General that, since it is inherent 
in the Hospital Construction Program that commitments be entered into for future 
years as well as the current year, the financing of the program be placed on a period-of- 
years basis with parliamentary control being exercised over the total commitments that 
may be entered into. 
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25. AWARDS UNDER THE PENSION ACT. The Committee made the following recommendations 


36. 


(see paragraph 138 of this Report) designed to clarify the Act: 


(a) that the extent of the powers delegated to the Commission under section 25 of the Act, “to grant a 
compassionate pension, allowance or supplementary award in any case that it considers to be specially 
meritorious” where the applicant is otherwise unqualified to receive such an award, be clarified by 


defining the term “specially meritorious’ ; 


(b) that the ambiguity under the Act whereby section 40 (2) appears to contemplate that a pension in 
respect of death of a member of the forces be limited to a single class of recipient whereas other 
sections of the Act provide that payments in respect of a death may be made concurrently to a 
widow (section 37), children (section 26) and parents (section 38), be eliminated; 


(c) that the inconsistency apparent under section 38 of the Pension Act where pensions awarded to 
widowed mothers under subsection (3) thereof, which requires that the parent must be incapacitated 
by mental or physical infirmity from earning a livelihood, are by reason of subsection (7) being 
continued in payment even though the widowed mothers have subsequently been able to undertake | 


full-time employment, be removed; 


(d) that consideration be given to adding a section to the Pension Act similar to section 18 of the War 
Veterans Allowance Act to deal with cases where it appears to the Commission that there had been 
a deliberate disposal of property for the purpose of qualifying for a dependent parent award; 


(e) that, having regard for section 40 (1) of the Pension Act which provides that no person shall be 
awarded more than one pension in respect of death, the Commission reconsider the legality of its 
decision to permit an award to a dependent parent of a second pension in respect of the death of a 
child after the rights to a pension awarded in respect of the death of another child have been lost 
under the terms of section 45 (2) of the Act. 


WAR VETERANS ALLOWANCES. The Committee made the following recommendations 
(see paragraph 139 of thes Report): 


(a) the Committee, after taking note of the increasing number of overpayments arising mainly from 
veterans making false or misleading statements, and of the fact that, although 80 such cases had 
been referred to the Board by the Auditor General in 1962 and 1963, in none of these had legal action 
been instituted, recommends that all cases of deliberate deception which come to notice be vigorously 
prosecuted; 


(b) that the Act should be amended to recognize mortgages receivable and agreements for sale as either 
personal property or an interest in real property. In the meantime, where it appears to the Board 
that the terms of a mortgage receivable or agreement for sale are unrealistic in relation to the life 
expectancy of the individual and the going market rates, the Board should deem the return from 
these assets to be at a reasonable monthly rate; 


(c) that in cases where the presence of a child is the reason for an award at married rates, the income of 
the child, except income specifically exempted under the Act, be taken into account in determining 
the amount of the award. 


AMENDMENTS TO THE CUSTOMS ACT AND THE EXCISE TAX ACT. The Committee made the 
following recommendations (see paragraph 90 of this Report bs 


(a) Implemented 


(b) Sales of goods unclaimed at Customs— 
that the practice of the Department in waiving all or part of whatever storage charges ar 


applicable in order that at least the duties may be recovered be given statutory sanction by 
means of an appropriate amendment to section 23 of the Customs Act. 


(c) Implemented 


(d) Determination of ‘sale price’ for sales tax purposes— 


that an amendment be made to the Excise Tax Act designed to give statutory sanction to th 


existing scheme of valuation followed by the Department of National Revenue in authorizin 
manufacturers by regulation to compute the sales tax on less than the actual sale price. 
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38. GENERAL ELECTION EXPENDITURES. The Committee noted the practice followed over the 


39. 


40. 


years of making accountable advances to election officers for the payment of office 
rental and various other expenses incurred in connection with an election. It noted that 
the Chief Electoral Officer in his report to the Speaker of the House of Commons on the 
1962 general election had recommended that the Canada Elections Act be amended 
to provide for the payment of an accountable advance to an election officer, limited to an 
amount which might be necessary to defray such office and other incidental expenses 
as may be approved under the tariff of fees, costs, allowances and expenses, 


The Committee recorded its support of this recommendation by the Chief Electoral 


Officer and expressed the hope that the amendment will be considered by Parliament 
at an early date. 


ACCOUNTS NOT EXAMINED BY THE AUDITOR GENERAL. The Committee noted that although 
this officer of Parliament is the auditor of the majority of the Crown corporations, it has 
not been the practice of successive governments to appoint the Auditor General the 
auditor of seven of the Crown corporations and other public instrumentalities and that 
therefore their accounts have not been examined and reported upon by him to the House. 
The Committee expressed its belief that it would be in the best interests of Parliament 
in its control of public funds were the Auditor General empowered to audit the accounts 
of all of the Crown corporations, agencies and public instrumentalities owned or con- 
trolled by the Crown, wherever they may be, and to report thereon to the House. 


The Committee therefore recommended (see paragraph 183 of this Report): 


(a) that the Auditor General be appointed either the sole auditor or a joint auditor pursuant to sub- 
section (2) of section 77 of the Financial Administration Act, of each Crown corporation, agency 
and other public instrumentality in respect of which other auditors have been or may be appointed; 


(6) that in cases where such other auditors are appointed, they function as joint auditors with the 
Auditor General, and that such appointments be made by the government acting on the advice of 
the Auditor General. 


AUDIT OF THE OFFICE OF THE AUDITOR GENERAL. The Committee noted that pursuant to 
the provisions of section 75 of the Financial Administration Act, an officer of the public 
service nominated by the Treasury Board examines and certifies to the House of 
Commons in accordance with the outcome of his examinations the receipts and dis- 
bursements of the Office of the Auditor General. 


The Committee recommended that this section of the F inancial Administration Act be 
amended to provide that the receipts and disbursements of the Office of the Auditor 
General be examined by a qualified person nominated by Parliament through its 
Standing Committee on Public Accounts, and that such person should report thereon 
to the House of Commons. See paragraph 6 of this Report. 
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APPENDIX 2 


SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE, 
BY DEPARTMENTS, CROWN CORPORATIONS AND OTHER INSTRUMENTALITIES 


Authorized and on Strength as at March 31, 1965 
(with comparative figures as at March 31, 1964) 


Employees on strength 

oS eee 

March March Increase 
1964 1965 (Decrease) 


Employees authorized : 
Name of Department, Crown Corporation 
or Other Instrumentality 


Ee eae 


March March Increase 
1964 1965 (Decrease) 


nes eee eeee A 


DEPARTMENTS (Note 1)— 


Agriculture— 

445 457 12 Administration Branch.......-+++++esessessrsere ts 386 419 33 
4,403 3,972 (481) Research Branch.........0+ cere ses ser peeeaene ee ace 3, 284 3,301 17 
2,123 2,097 (26) Production and Marketing Branch.......++-+++++++++: 1,899 1,950 51 
1,584 1,662 78 Health of Animals Branch.......-+++-+eesseeeeeeees 1,414 1,525 111 
1,245 1, 238 (7) Prairie Farm Rehabilitation Administration......... 993 991 (2) 

55 75 20 Prairie Farm Assistance Administration........++++- 53 74 21 
929 879 (50) Board of Grain Commissioners....-.--+++++++eerte: 817 813 (4) 
193 185 (8) Canadian Government Elevators......+++++++++++++* 169 165 (4) 

10,977 10,665 (412) 9,015 9, 238 223 

16 16 — Atomic Energy Control Board........+.++ssseeereeees 14 16 2 
180 221 Al Auditor General’s Office.........-+ssseeereseserstetess 160 177 17 

40 39 (1) | Board of Broadcast Governors....-sseese ce eeseee sent? 36 36 ~ 

31 20 (11) | Chief Electoral Ofiicerus.tatncisanietin keeles ee tere 30 20 (10) 

Citizenship and Immigration— 

203 221 18 Administration. .......--0+sesrsseccseceseceetesere® 175 189 14 

217 213 (4) Citizenship Branch............s-seeeereceeercrseeee 182 209 27 
1,987 2,008 21 Immigration Branch.........+seeereereeeeesecseress 1,726 1,761 35 
2,910 3,993 1,083 Indian Affairs Branch........+--+eseeereerererecteee 2,698 3,856 1,158 
§,317 6, 486 1,118 4,781 6,015 1, 234 

The increase in employees authorized and on 
strength shown for the Indian Affairs Branch is 
due primarily to casual employees paid from funds 
provided for departmental projects having been 
omitted from the 1964 figures. 

Civil Service Commission— 

11 11 = Commissioners and Staff...........0-seeeeseeeeer ees 10 9 (1) 
121 134 13 Executive Secretary (Administration and Personnel). 87 127 40 
530 476 (54) Operations Branch.........+:.:ssererseeesper este 480 488 8 

— 145 145 Bureau of Classification and Classification Branch... — 115 115 

89 114 25 Advisory Services and Appeals Branch.......---+-+- 77 98 21 

47 17 (30) Pay and Standards Branch........-+--+++serrerer ees 36 10 (26) 

43 39 (4) Pay Research Bureau..........0+sseeeeeeeeereerrees 44 40 (4) 
841 936 96 734 887 158 

Defence Production— 

92 12 (80) Deputy Minister’s Office..........0+eereeeeeeeeerees 83 10 (73) 
672 867 195 Finance and Administration Branches.........-++-++- 604 759 155 

61 155 94 International Programs.........++sseeeese este erssess Do 137 82 
709 901 192 Operations Branches.............0+eeereee este terete 637 806 169 
289 521 232 Canadian Government Supply Branches.......------ 260 422 162 

n Directorate of Printing— 

178 160 (18) Finance and Administration...........+++++++++05* 168 149 (19) 

814 798 (16) Production Services (Main Plant)..........++-++++5 720 716 (4) 

47 0 491 21 Production Services (Outside Plants).........++++> 408 444 36 

113 111 (2) Emergency Measures Organization..........-+++++++: 91 85 (6) 

Emergency Measures College (formerly Civil De-.. 

106 102 (4) fance Collage). :..:.2. ate cas neers cee ee ne 98 101 3 

38,504 4,118 614 3,124 3,629 505 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees authorized Employees on strength 


Name of Department, Crown Corporation oC 
March March Increase or Other Instrumentality March March Increase 
1964 1965 (Decrease) 1964 1965 (Decrease) 
(Se ec a ce Da 


DEPARTMENTS—Continued 
External Affairs— 
2,537 2,570 33 Pirbor naar aire fetter. «..ccekbuelsuslucty st... 2,358 2,435 77 
110 182 72 Miter aA OMe) 6.0). Mest scan tana ver... 98 167 69 
12 12 _— International Joint Commission...................... 11 11 — 
2,659 2,764 105 2,467 2,613 146 
Finance— 
328 422 94 POTEETLALION 0) At caelsichinecomeemeleiuin le, . . 286 339 53 
Comptroller of the Treasury— 
155 157 2 Rleadauarters: .o. deeasl-nieliaudt.isteccicck:... 122 135 13 
385 402 17 Regional Offices staal? wetiullleiaiel oer... 341 401 60 
3,302 2,974 (328) Eeermitys OR ease c. 15 elt hry eG Nicaea... 2,980 2,966 (14) 
342 373 31 madib Bervices Branch jsce3 dee e sds vee... 324 330 6 
150 118 (32) Cheque Adjustment Division...................... 126 111 (15) 
429 427 (2) Central Services Branch........................... 384 417 33 
| 36 31 (5) Securities Deposit Division........................ 26 29 3 
| 321 374 53 dvoyal Canadian Mints oo: ccs osccs ccs bs ones ecccacil. 310 362 52 
| 204 203 (1) Superannuation Branch..............e000cc0 000000... 174 183 9 
35 44 9 BAe Ontario tn. eT old. 32 42 10 
22 22 _ Guaranteed Loans Division......................... 19 19 — 
19 — (19) Government Switchboard............0cec00e00000... 19 — (19) 
4 4 — Inspector General of Banks........................., 4 4 — 
10 10 — Municipal Development and Loan Boar data x..5 e650 1 8 1 
6,742 5,561 (181) 5,154 5,346 192 
Fisheries— 
91 90 (1) PC MDIGIEET AB ION it ees caus aes 8 ees bea lees Wo 76 70 (6) 
| 186 192 Field Service Administration........................ 164 173 9 
963 967 4 Conservation and Development Services............. 716 806 90 
328 332 4 Inspection Services. c.c<.daewneeht to, vanedick Li: 317 311 (6) 
231 259 28 Miscellaneous Services..........0.ceeeecececceee 196 224 28 
716 770 54 Fisheries Research Board )....6000s.60s..........,.. 655 644 (11) 
| 2,616 2,610 95 2,124 2,228 104 
Forestry— 
192 217 25 Administration Branch...............csccccceeeeeess 167 202 35 
476 548 72 Forest: Research: Branch... «seed laaeecdiow oe ov. 453 521 68 
646 668 22 Forest Entomology and Pathology Branch 617 653 36 
204 204 _ Forest Products Research Branch................... 187 192 5 
64 39 (25) Maritime Marshland Rehabilitation Administration 45 39 (6) 
|e «14 26 12 Agricultural Rehabilitation and Development 11 22 11 
1,696 1,702 106 1, 480 1,629 149 
17 30 13 Governor General and Lieutenant-Governors 16 29 13 
Industry— 
142 PA TOIRIS CP AIGR IK. oles oa cEnte tS weuetaeeneels 4 125 
| 13 Bianinter’s OFC, 6 «ccs OES ead |e 10 
14 Deputy Minister's Ofice:.,.c.0. ussweays. teslheyeeth 14 
45 BeAr ALL PANG Jc5..2 SALA sxact-calet) lawn SB. 4 31 
43 Area Development Ageney o.oo iiiiccdiciosiceesccecs. 33 
52 More tiroule SANG ses nh 1) duis. wewtidevad wi cheinioa 22 
I 38 Clothing and Textiles Branch....................... 22 
69 Electrical and Electronics Branch................... 43 
53 Hood) Prodiiete Branghet 5 2a. docicerinteh dic ocscecccvceck 21 
| 42 Machinery, Branebad. sacatdiak Ale. death <i aac cs 21 
} 38 MaterinlaDratich &, aati taaynn tees @. Miwa: cv cnae ook 29 
38 Mechanical Transport Branch....................... 16 
47 National Design Branch iv.¢1.) ¢chsyadescseecscs.. 20 
57 Programusdvinory Group: neelvienen Si ssecce so. 32 
35 Plipbuilding Branch eal ck nation os bcs oc 2s 19 
55 prood Products Praneti a lacweltits Midd s axes ect 20 
| 148 639 497 126 858 288 
112 112 — POUT ANCG «6. 21sissi.05s ciascee sR MC A 100 104 4 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 
Employees authorized Employees on strength 
Name of Department, Crown Corporation _ 
March March Increase or Other Instrumentality March March Increase 

1964 1965 (Decrease) 1964 1965 (Decrease) 
Co a ee a 

DEPARTMENTS—Continued 

Justice— 

356 Administration. «0.00. sce» caw sacle s tine Sore San: 318 342 24 

144 National Parole Board.........++2+e:ecstaeernecess 111 114 3 
3,125 Panibentiaries qaeewileciarar eka iettoets cert ernst eeneien rs 3,062 3,330 268 
3,625 8,491 8,786 295 

Labour— 

225 Aduninistration: vc. hi ccs. < ao ia miarine mee a 208 249 41 

150 Economics and Research Branch aycmeeere eres 124 128 4 
de Industrial Relations Branch......--++-+++++srsrtsets 71 53 (18) 
15 Civilian Rehabilitation Branch........+-++++++r++s+> 11 14 3 
41 Special Services Branch........----++seeerrsreterees 37 40 3 
12 Manpower Consultative Servicesmena et os eres see — 8 8 
55 Technical and Vocational Training Assistance Branch 36 54 18 

173 Annuities Branch... ..acwese- oseleeas orien me ee ses es eees 160 157 (3) 
21 Accident Prevention and Compensation Branch...... 21 20 (1) 

Unemployment Insurance Commission— 

520 De PAO Nile ve ee pn naro conrionaub 22 00Gn Gas DbonGUGolC 414 515 101 
1,290 Atlantic Region.....----100-+922s ores ete: 1,206 1,124 (82) 
8,356 Quebec Region yo. hanes te aearecit ena mene totic? 3, 087 2,928 (159) 
3,619 Ontario Region ....ccecsecse cst enesee caste eenes 3,375 3,185 (190) 
1,570 (44) Prainio Regi omeessiacieie oteitletelens lo sileiierrenser ect eerensicke 1,485 1,434 (51) 
e207 (19) Pacific Region....s.+se+ss0smmer eres + ocen amen aneie : 1125 1,098 (27) 

12,831 (358) 11,860 11,007 (368) 
Legislation— 
191 Seria be ses ora eisietaus citrate mer eleterototeseielskeresetosetoreielerste tenes chsh 191 191 _ 
945 House of Gommonsiee sent sees ieee tele eros 945 950 5 
61 Library of Parliament........0essseeeerseeeeesereses 59 60 1 
1,197 1,195 1,201 6 
Mines and Technical Surveys— 

271 A dmministratiolen stdere se ene eee eaters 240 341 101 

712 Surveys and Mapping Branch.......--++++sseseeerees 647 686 39 

888 (5) Marine Sciences Branch........-+++-++ecesseereerees 833 788 (45) 

439 18 Geological Survey....+---+ecececseereseceseececes 418 443 25 

668 (21) Mines Brancheris)aeis sels crite eile sisletereteietetotereretetersistoeser= 604 613 9 

91 20 Geographical Branch.........+-++seeeeeereeeee erect: 70 90 20 

167 12 Observatories Branch.........--.seee sere rere eeecces 148 171 23 

57 4 Polar Continental Shelf Project.........-+--+++ereee: 51 54 3 

19 (2) Dominion Coal Board.........-.-++secsee essere trees 17 17 _— 

8,312 187 8,028 8,203 176 
National Defence (Civilian Staffs)— 

685 31 Departmental Administration.....-...+++++eeeseeees 590 560 (30) 

1,420 (112) Inspection Service........-seeeeceeeeee seer cseee sects 1,193 1,124 (69) 
13, 147 (893) Royal Canadian Navy........sssseeeseeeeerereseees 11,776 11,085 (691) 
18,620 (889) Canadian: Astny segues. ede rae ee ohne ee cee are: 16,432 | 15,207 (1,225) 
16,216 (1,037) Royal Canadian Air Force.......-+++sseecereceeeeee 14,897 13,858 (1,039) 

3,243 (362) Defence Research Board...........:sseeeesee essere 2,802 2,625 (177) 
58,831 (3, 262) 47,690 | 44,459 (3, 281) 

The decreases in employees authorized and 
on strength at March 31, 1965 result in part 
from the takeover by the Department of 
Public Works effective April 1, 1964 of the res- 
ponsibility for buildings and maintenance at Fort 
Pepperell (185 positions) and Fort Churchill 
(478 positions) and for operation and mainte- 
nance of the Northwest Highway System 
(751 positions), a total of 1,414 positions of 
which 1,174 were filled at the year end. 

69 4 National Gallery of Canada..........---eeeeeeeeereeee 55 64 9 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees authorized 
| sae a li eau Sa 


Employees on strength 
en ee ee ee 


Name of Department, Crown Corporation 


March March Increase or Other Instrumentality March March Increase 
1964 1965 (Decrease) 1964 1965 (Decrease) 
Se rane 
DEPARTMENTS—Continued 
National Health and Welfare— 

380 392 12 Departmental Administration....................... 335 376 41 

540 544 Health Serviced viewed usr Seadeh: Aetsestdossece), 473 499 26 
3,124 3,399 276 Dlgdicall Sem vices dle. dhercciiiar Miele yates. 2,748 3,170 422 

522 635 113 Wood and Drugisenvices, tinckesscvaceianeuee......, 474, 599 125 

810 897 87 WMO IG SOE ViGe aE hk. Fende ne esas sk... 770 830 60 
5,376 §, 867 491 4,800 6,474 674 

National Research Council, including the Medical Re- 
search Council— 
1,434 1,394 (40) Administration and Services. ....................... 1274 13822 51 
1,952 1,929 (23) Scientific and Engineering Divisions.................. 1,836 1,915 79 
6 6 — Medical Research Council................6.......... 6 6 — 
8,392 8,329 (63) 8,118 8,248 180 
National Revenue—Customs and Excise— 

658 713 55 Gevoral Administration.30..00: 0. .6.3.sieccches.. 600 656 56 

267 312 45 Checking, Refunds and Drawbacks.................. 262 285 23 

869 1,185 316 Excise Duty and Excise Tax......................... 821 1,113 292 

150 149 (1) Customs Inspection and Investigation’................ 147 146 (1) 
6,365 5,794 (571) EOtsdiaerueeer oh So.588 4. Slik aoeenetin.o.., 5,855 5,475 (380) 

8,309 8,158 (156) 7,685 7,675 (10) 
National Revenue—Taxation Division— 

591 622 31 SeadeO tive, SEN GReTL PE 500 557 57 
1,597 2,576 979 Data Centre (Ottawa evieie Shiv. 0.UNMR.... 1,817 2,029 212 
6, 000 5,649 (351) DEStMOtOGiCes ear et CREE 5,478 5,390 (88) 

22 22 — ES SOE NIST STV Bical 0 rd aaa og neat ie a 20 21 1 
8,210 8, 869 659 7,815 7,997 182 
| Northern Affairs and National Resources— 
| 213 226 13 Departmental Administration....................... 192 208 16 
be 279 277 (2) Water: Resources Branch ......60éss0sosesccoes.... 235 256 21 
| 
; National Parks Branch— 
56 85 29 Ednipistration |” Asia lawhs Lebar meee... 46 74 28 
Operation and Maintenance of National Parks and 
| 2,489 2,476 (13) Historic Sites and Monuments................... 2,056 2,265 209 
\ mer iil 91 (20) Canadian Wildlife Services............00..00.000.. 90 79 (11) 
Northern Administration Branch— 
196 186 (10) PACMAIMIASTACION Sod en GU cnsicualaidd wslleedlon -.. 156 170 14 
445 510 65 Education, Division. grein eee tahh acer cew 2... 450 476 26 
165 162 (3) Welfare and Industrial Division................... 132 132 — 
586 663 77 Northwest Territories and Other Field Services. . 493 613 120 
62 62 ~ AOU LOIILORY, 5 Gees Aude dak tus cece as oie Swe 45 59 14 
4,602 4,788 136 8,896 4,882 437 
| Post Office— 
) 1,131 1,019 (112) PICMG HUDELOT Ei 5.547 oiic ak on sak ema idatucseh. 932 943 11 
| 860 949 89 POE OTE COR sas inc 5 cc vt rena... 856 926 70 
581 558 (23) Railway, Mail. Services wih says wcx ce eeddex eleadec >... 498 444 (54) 
26,897 27,919 1,022 Bea OSUOM 06a aie h Hen Sot wun oegindomakane!)... 26,707 27, 683 976 
29,469 | 380,445 976 28,998 29,996 1,003 
Privy Council— . 
126 137 11 Beara une O Bice) 6 bs vedere tds dss oss code econo. 117 116 (1) 
¢ 7 — Prime Minister’s Residence.....................5... 7 6 (1) 
133 144 11 124 122 (2) 
Public Archives and National Library— 
_ 189 213 24 Pablo Archivesvaks ctsnwseekindaiech.: adaawts..... 134 180 46 
| 121 159 38 National LADAr Visa 5... aoedeectt Aoee 67 104 37 
810 872 62 201 284 83 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


——_—————————— 


Employees on strength 

yA. ee 
March March Increase 
1965 (Decrease) 


Employees authorized 
, SS 
March March Increase 
1964 1965 (Decrease ) 


Name of Department, Crown Corporation 
or Other Instrumentality 


a a a 


DEPARTMENTS—Continued 


Public Printing and Stationery— 
Publications Branch— 


30 32 2 Departmental Administration.......-+sss+eseseees 28 30 2 
Distribution of official documents including print 
159 164 5 PFOCUTEMENE 0:64. saul ne ceet nme ann: 139 154 15 
189 196 7 167 184 17 
Public Works— 
1,876 1,917 41 GeneralAdministration ; 22.04.22. <asinatins sab sete: 1,654 1,708 54 
Maintenance and Operation of Public Buildings and 
Grounds— 
2,798 2,619 (179) O bbe wa ccs en eee ere tte eee 2,579 2,308 (271) 
4,044 4,436 392 Other than Ottawa. cecssrs- sess ee 3,616 3,998 382 
935 744 (191) Harbours and Rivers Engineering Services.......---- 803 686 (117) 
177 940 763 Development Engineering Services....-+-+++++++++0++ 177 794 617 
168 167 (1) Testing Laboratories.......+++sseccssseesrtesst tee: 147 152 5 
9,998 10, 823 825 8,976 9,646 670 
The increases in employees authorized and 
on strength at March 31, 1965 reflect the take- 
over from the Department of National Defence 
effective April 1, 1964 of the responsibility for 
buildings and maintenance at Fort Pepperell 
(185 positions) and Fort Churchill (478 posi- 
tions) and for operation and maintenance of the 
Northwest Highway System (751 positions), a 
total of 1,414 positions of which 1,174 were filled 
at the year end. 
Royal Canadian Mounted Police (Civilian Staffs)— 
649 647 (2) Head quarters: ic sahisst ties cals vs ec paicieaielp Meleiig as 5 ai 561 621 60 
1,009 1,009 — Land, Air and Training Divisions: assent rele 963 957 (6) 
13 12 (1) Marine GServicesssuscen tere ttetectae ete rartete elastin hs 13 10 (3) 
1,671 1,668 (3) 1,687 1,688 61 
Secretary of State— 
63 75 12 Departmental Administration......+.-e+seeeeee ree 60 76 16 
33 36 3 Companies and Corporations Branches speteeece see 25 35 10 
360 399 39 Bureau for Translations.......----+e+sseeessseeeeee 314 356 42 
137 134 (3) Wational Muse ures evar crtstreeretscrirusircceteteteratnreraisaat ican 104 117 13 
52 53 it G Warvala WWiendled OMiIGGY no ac as cnaanopeondagpeaasos and s0- 45 53 8 
402 385 (17) Patent and Copyright Office.........+-+sssseerrseree 332 367 35 
14 6 Atlantic Development Board......----+++++sssreees 13 5 
99 100 1 Economic Council of Canada.......--.e+sessrrrrcr es 61 84 23 
18 18 a Office of the Representation Commissioner....------ 15 16 1 
1,172 1,214 42 964 1,147 158 
Trade and Commerce— 
521 593 2 Departmental Administration.....-+---++++srrestets 477 526 49 
624 667 43 Trade Commissioner Service.......+.+sseereesreeees 623 656 33 
446 484. 38 Standards Branchicecc.sso-02 d-sesmecnee en ante eae oc 444 468 24. 
183 131 Exhibitions Branch eases -acsectr eels rr 46 169 123 
172 251 79 Canadian Government Travel Bureau......--++-+--: 174 223 49 
56 44 Canadian Government Participation 1967 Exhibition. 46 43 
2,227 2,350 123 Dominion Bureau of Statistics.......--++sssseeseeee 2,099 2,240 141 
86 13 National Energy Board........+-+sssseeeerteeesere? 74 10 
4,127 4,670 548 3,980 4, 402 408 
Transport— 
682 694 12 Departmental Administration......+++++++++s5500+ 596 634 38 
Marine Services— 
Hiro 2,108 (820) Marine Administration and Marine Works.....-.-- 2,109 Mpe-7/ 18 
,075 2,056 (19) Marine Operations.........eccceceeseeeeeeseeserees 1,869 1,879 10 
498 478 (20) Marine Regulations.......-.cseeeserensseseenecees 387 406 19 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees authorized 


Employees on strength 


Name of Department, Crown Corporation 


March March Increase or Other Instrumentality March March Increase 
1964 1965 (Decrease) 1964 1965 (Decrease) 
a Ve 
DEPARTMENTS—Concluded 
Transport—Concluded 
Air Services— 

490 479 (11) Be UMMM EY ATIONONS ela MS ATE Ri science tek ssc 420 438 18 
1,679 I CAlss 36 Control of Civil Aviation and Air Traffic Control.. 1,514 1, 528 14 
2,655 2,380 (275) Airports and Property Management................ 2,170 2,336 166 

719 575 (144) CouspructionWeranch 0. /cés seven. 625 660 35 
3,079 3,024 (55) Telecommunications and Electronics Branch....... 2,792 2,876 84 
2,397 2,407 10 Moteordlogical Branch //,)....4),.0.....,..... 1,992 2,162 170 

90 93 3 gain Pranspor’. Board tacu tau .ecs ecu ee. 84 87 3 

178 178 — Board of Transport Commissioners.................. 167 171 4 

26 28 2 Canadian Maritime Commission..................._. 26 28 o 
16,996 16,215 (781) 14,761 15,832 681 
Veterans Affairs— 
1, 454 soo (99) Med TUG ORION a bc tr Neisla seat Sisal akin a de hc 1,259 1, 266 of 
et, 135 10, 824 (311) mreatment Services.) Mt nie, hue). 10, 528 10,397 (131) 

808 789 (19) MICHALG Pezvineg dt. trucos vs. cavers Meenas... 714 734 20 

380 359 (21) Fensions Administration...» 0.41 i018 lids... 338 332 (6) 

790 680 (110) Veterans’ Land Act Administration.................. 657 637 (20) 

14,567 14,007 (560) 13, 496 13,866 (180) 
216,075 | 217,507 1,432 Total, Departments sites ices! cs ss oticloeiunccoc., 196,626 | 200,798 4,172 
| 
tel DS I OS ae eee) pL ES ol Le Pa 


CROWN CORPORATIONS (Notes 1 and 2) 


Air Canada— 
Operations Department— 
PTY ine DOTeDNNC aL ee ay es Ga 1, 254 1,408 154 
POU PLROUROCIEN TAS a eee ee 6,180 6,360 180 
Rates Deépartinont issn s eiundols) Akemi. 2,638 2,758 120 
Purchases and Stores Department................... 556 555 (1) 
| Pinance Deparctmont.aecise.. halal), hae. 474 492 18 
} PUIG Ot ed cL BPW cay A zchniisle 5x v0.5 toe, FARE: 321 336 ifs 
| 11, 423 11,909 486 11,428 11,909 486 
Atomic Energy of Canada Limited— 
10 15 5 TLCAUMOEICEM Ree eet. ee ee ee ee We 10 15 5 
2,356 2,420 64 Chalk River Nuclear Laboratories.................. 2227 2, 258 31 
| 3861 397 36 Commercial Products Division...................... 351 397 46 
f 241 347 106 Whiteshell Nuclear Research Establishment......... 181 312 131 
| 225 293 68 BOWE WTOMOLS.: er cdr plot cat ee | 227 293 66 
109 139 30 Temporary—Construction workers, nurses, etc....... 109 139 30 
8,302 8,611 809 8,106 8,414 809 
} Canadian Arsenals Limited— 
Head ‘Otiicen senna Maneater Sut eek Sol ae 76 35 (41) 
Tilling DiviaionyahA cui lew aol: leads. 388 296 (92) 
Explosives: Division. ii.5.\..0 38h ss RO 274 216 (58) 
| Dominion Arsenals Division......................... 363 433 70 
f pmall Aris: Division Art A Le ee. 221 205 (16) 
: Instruments and Electronics Division................ 160 —— (160) 
| 1,482 1,185 (297) 1, 482 1,185 (297) 
Canadian Broadcasting Corporation— 
| 558 537. (21) PICA O MiG cgee a ne Men ey alone eee, eee ee 500 491 (9) 
305 316 11 Patina l Joneineering, (2. odsi ie sci pucteeweeand. bos cs 277 274 (3) 
7,104 7,319 215 SP EIOMANM CI COR eet a. eat tot aca meatic ut. 6,907 7,201 294 
| 15 15 — IGEOIOHOLCGR Piatt Ash d an os si4) ck Ge oe ees 15 15 — 
73 75 2 Northern and Armed Forces Services................ 81 84 3 
164 176 12 International Services ioc. css ondsscucotect uss. 159 173 14 
(8,219 8, 488 219 7,939 8, 238 299 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees on strength 

eas ee re 
March Increase 
1965 (Decrease) 


Employees authorized 
Name of Department, Crown Corporation 


March | March Increase or Other Instrumentality 
1964 1965 (Decrease) 


a 


CROWN CORPORATIONS (Continued) 
Canadian Corporation for the 1967 World Exhibition— 


Administrative— 
11 15 4 IDE ont hho anadhen pode oC ena cud COs auEIT INS OOOO AG. 11 15 4 
24 47 23 Secretariat ve vindsen sec or uaa caw tile seaealuciee as 23 36 13 
69 133 64 Finance and Administration.......++++++++esreeee- 68 114 46 
167 247 80 Tnotallationsee eee cr ect e ote tore emetic: 125 191 66 
75 57 (18) Eshibitors |. Miaekh Gee ee ee ae ee eee 59 50 (9) 
— 93 93 Public RelablOl Semel sac seit cerita clo _— 57 57 
63 108 45 Operations, 4 ..+shient estan c ene wouter a 26 78 52 
Operating— 
— 5 5 Finance and Administration......---+++++s+s++e9"* — — — 
-— 15 15 Tnstallationsts sore ceds ce secre eee eect _— 3 3 
—_— il il Operations: ) {ers e es scsi eee ene cee ee _— 2 2 
409 731 822 812 546 234 
87 2 (85) | Canadian Commercial Corporation......-+++++eseseee: 87 2 (85) 
Canadian National Railways— 
General ee cas ne och ee Co ee ee ee tenn ore 10, 996 11,321 325 
Road Maintenance... . 0+ -wenehrrdaee ses meee cents 16, 564 15,317 (1, 247) 
Equipment Maintenance.......--+++eeerrreestessetes 17, 843 18,766 923 
PraneportatiOl. qe, -cie cers yo. seas eae aoe 32,812 34, 992 2,180 
Other OperationS.........-++20+seeccecrerrseseceetes 11,118 9,817 (1,301) 
89, 338 90,213 880 89, 833 90,2138 880 
Canadian Overseas Telecommunication Corporation— 
Administrativioc: oa rtoe eae tote creer inntersieiolereitens 87 97 10 
Head Office Engineering.........-+:-sseeeceseereeees 38 57 19 
Traffic Representatives. ...-.-+.-seserscereecreeere: 11 12 1 
Operating. .gea3.0¢eacriaes Kenia names Bree 398 426 28 
534 592 58 5384 592 58 
Canadian Patents and Development Limited— (Staff 
4 4 — on loan from National Research @ouncil) secs. 4 4 — 
50 85 35 Centennial Commission..........-+seceeeereeeceeeeess 46 66 20 
Central Mortgage and Housing Corporation— 
Regular: ics cen voces Une ee oe tane sg Seb eeeeeper rs 1,992 1,968 (24) 
Contract and casual.....:-.0.++sssensos see rerne recs 84 68 (16) 
2,076 2,036 (40) 2,076 2,036 (40) 
97 106 9 Crown Assets Disposal Corporation........++++++sesers 97 106 9 
Defence Construction (1951) Limited— 
MGaministratiom meee c eee cieee re ser au re ersisrele pierre 121 103 (18) 
Bugindeta ne te eee cere so oen errr 58 43 (15) 
Pachnicnl veoee eee eee ett uteate rerore easel 67 51 (16) 
246 197 (49) 246 197 (49) 
33 33 — Eldorado Aviation Limited.........++ssseeeeceeeeeees 33 33 = 
Eldorado Mining and Refining Limited— 
Head Office and General Administration........---- 42 37 (5) 
Beaverlodge Division........+++++++eeereseceeeesers 520 528 
Refinery and Sales........-.e+eseeecereeeces Noe Saree 142 157 15 
Research and Development......--+-+++eeeeeeeeeees 63 63 = 
767 785 18 67 85 18 
61 10 Export Credits Insurance Corporation......-6+++++++++: 61 67 6 
Farm Credit Corporation— 
3 a Executive Officers.......:.-0sscseesccsereccceccseers = 
Branch Managers, Assistant Branch Managers, Lend- 
51 3 ing OMivers i. .i0h 1 ease ewes one gaue oee cen me a 48 48 fg 
211 242 31 Credit Supervisors, Credit Advisors.......-.++++++: 195 218 23 
12 (1) Solicitors, Notaries..........-ceeeeceeeee cere ee eee? 11 2 
25 1 Administrative, Accounting, Securities Officers...... 24 22 (2) 
234 258 24 Office Staller ee 219 227 8 
636 594 58 498 629 $1 


AUDITOR GENERAL’S REPORT 225 
SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Concluded 


Employees authorized Employees on strength 


ee 


Name of Department, Crown Corporation 


March March Increase or Other Instrumentality March March Increase 
1964 1965 (Decrease) 1964 1965 (Decrease) 
a 
CROWN CORPORATIONS (Concluded) 
22 20 (2) | The National Battlefields Commission................ 22 20 (2) 
National Capital Commission— 
28 36 8 Administrative and ANG SO WITT hohe anemia yuma sane 26 32 6 
42 46 4 Planning, Property Acquisition and Management.... 34 43 9 
Landscape Architecture, Engineering, Construction 
59 63 4 Sil MAIMtON ANG) o. vidles isdn vous obs ceo cen vuce sos 55 57 2 
515 513 (2) Prevailing rate—permanent and seasonal............. 277 289 12 
146 149 3 Construction employees for special works............ 146 149 38 
790 807 17 §88 570 82 
National Harbours Board— 
RleHGlOMcavarnte cee eee te. en Ac waked Seen dc caennt 57 61 4 
Harbours and Elevators— 
MAI BEICE ree ee Mi Nt ee ae Ste SO 836 818 (18) 
Eeey MINN tater osha: see tes i tan, 1,392 1,367 (25) 
2,285 2,246 (39) 2, 285 2, 246 (39) 
Northern Canada Power Commission— 
Head and Edmonton Offices............0..see.-005-. 39 42 3 
Wich LGCAbIONS: 0) unter ee ee een 170 203 33 
209 246 86 209 245 86 
37 38 1 Northern Transportation Company Limited........... 37 38 1 
Polymer Corporation Limited and Subsidiary Com- 
panies— 
1,336 1,442 106 SRG inte ccany i t PRUMAME Os cleo pe ny ee 1, 298 1,367 69 
2,042 2,140 98 BLOUEEY PAGON oe ee Ot ee ee ee ee terrae 2,042 2,091 49 
8,378 3,582 204 38,340 8,458 118 
The St. Lawrence Seaway Authority— 
Administrative and Engineering..................... 275 344 69 
Operavionsenen seas eel a keee pean beck ered Mc 650 694 44 
[UEC NE os 5 Ca en eh CIR ge Sy sceaeh aae 485 428 (57) 
1,410 1,466 56 1,410 1, 466 56 
18 18 = The Seaway International Bridge Corporation, Ltd... 18 18 — 
126,808 129,014 2,206 Total Grown Corporationsseaes see. eee 125,902 | 127,983 2,081 
OTHER INSTRUMENTALITIES— (Notes 1 and 2) 
1,080 1,072 ROE ASATCON RUAN E Beek oo aR i A ge el 1,080 1,072 (8) 
34 32 LN arr oe CamacaG ouncill. ese eas hase. eocenone Gtk ean datas 34 32 (2) 
614 580 (34) | The Canadian Wheat Board............cccccceecucceee 614 580 (34) 
10 10 — The: Custodian je): SA eA ara eae 10 10 — 
) 
| 499 522 23 Industrial Development Bank......................0-. 499 522 23 
f 864 918 54 NationaltHilimeBoardeey past. niente eee 780 828 48 
3,101 3,134 33 Total, Other Instrumentalities.................... 3,017 3,044 27 
| Torat, Departments, Crown CoRPORATIONS AND 
345, 984 349, 655 3,671 OTHER INSTRUMENTALITIES......---....0cccccccccccc 325,545 | 331,825 6, 280 
‘OTES: 
(1) The figures appearing in these listings are based on the information provided by the various departments, Crown cor- 


porations and other instrumentalities. They include the numbers of seasonal, part-time and casual employees actually on 
strength at March 31, 1964 and March 31, 1965. For purposes of comparison these have been included in the figures shown 
for ‘Employees authorized’’, 
| (2) Where no establishments have been authorized by the executive boards of certain Crown corporations or other instru- 
mentalities, the totals of the actual strength figures have been shown in the ‘‘Employees authorized”’ columns for 
purposes of comparison. 
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APPENDIX 3 


SUMMARY OF EXPENDITURE BY STANDARD OBJECTS 
FOR THE FISCAL YEAR ENDED MARCH 31, 1965 


(with comparative figures for the preceding fiscal year) 
(in millions of dollars) 


Increase or 


1964-65 1963-64 decrease (—) 


Civil salaries and wawes.acte.-s-cse2a7<- 0 eae ema ee eer $ 951.8 $ 908.3 $ 24335 
Ciwilian alloweitces.... os. cee ong. empresa eas er es ead 18.8 17.9 9 
Pay and allowances, defence forces and Royal Canadian Mounted Police.........- 606.9 613.0 —6.1 
Professional ‘and:apecial services. «42 <....4s se: be eeertnn cents gs sete 8 isu Gas 99.7 97.0 2.7 
Travelling and removal expenses. 1. .... 605 dees. tle ve cet sere ee Reeaecisec SGT 67.1 63.1 4.0 
Freight, express and cartapet sate thas fae ene name as seine vam tocar is 10.0 10.9 —.9 
POSEALO cect seieinete ys te ieee Benn onan adage cE occuabocHouprOuasenDOO Daou: od 5.9 1.2 
Telephone, telegrams and other communication ServiCeS........ ee eee eee eee t ees 39.6 36.2 3.4 
Publication of departmental reports and other material...........+++++eeeeer eee 11.2 9.7 135 
Exhibits, advertising, films, broadcasting and displayS........++++eseseeeee rere: 18.0 14.1 3.9 
Office stationery, supplies, equipment and furnishings.........+...eeeseeee sree ees 27.6 27.0 6 
Materials-and supplies ..22.5-.00- 0: o-oo reese Soe Seance 177.3 179.8 —2.5 
Buildings and works, including land— 
Construction or 2CqUiBibION .... crib tenn Nemec mre etn wee rert Se ere era 244.6 210.4 34.2 
Repairs and upkeep, goss serves reac ein oe ie ces 66.9 62.1 4.8 
Beeritala dc ccs sass «bia scoyae wie slo een ie ere rate oaioneer era mate Gere Nin che aie ae aaa 19.9 17.2 yr | 
Equipment— 
Construction or acquisition... t...00n-sen* teers erent? Bremner aaa 283.4 300.3 —16.9 
Rropairs and upkeep. gages :o. faces ne stro teenie peace: a eas 156.5 161.3 —4,8 
LEYS AIC) Gee Ma aeeaninn) aunmes soon pn con ddeOncos pan Acop Bhp HaoOPasnaKaconC 6.3 6.4 —.1 
Municipal or public utility BEL VICOSE « «kee ee sees ceo rie aretaete a Sie aletetaravers mrereld) sien eietatoewetat Cio Ose 6.8 
Contributions, grants, subsidies, etc., not included elsewRere..cnce eee werner 838.3 860.6 —22.3 
Pensions, superannuation and other henefitsisdexiesocee y waeontes ciency ee ear 176.0 226.1 —50.1 
All other expenditures (other than special CAbELOLICS) sey eec wiele sie cererr= oieiwis)rersiclere 196.9 144.9 52.0 
Interest on public debt, et....... 22 cancenerccswea te cadiness cee eesewericcstieccs 9M: 105ia 993.7 57.6 
Subsidies and special payments to the WO) PUNE SocngaansoonD undoes ecunoocuC dE 358.4 254.3 104.1 
Family allowance payMents........ cee ceencren eens ae enee ents dais nsils tisias sass: 545.8 538.3 7.5 
Youth allowance payments, ...csndeccces owe.se sa cian ele erie nes sep mnginen yess em reels 26.8 — 26.8 
Old age assistance, blind persons and disabled persons allowances and unemploy- 
nent assishance... 4. diver oe gaee nba ae econ ages iene ses es oy heen 181.5 171.8 9.7 
Veterans’ disability pensions, etc... ........ceeccsee cece ee eneeseencean cen eseness 180.3 173.2 yeil 
Other payments to veterans and dependents..........-..-++seeeeeee ress cee sents: 104.4 94.3 10.1 
Government’s contribution to the Unemployment Insurance Fund...........--++- 62.2 59.3 2.9 
Hospital insurance and general health grants..............eeeeeeeeeeee tere eee es 490.6 445.2 45.4 
Trans-Canada Highway contributions.........ccecee reece cece teeter ete eee ee ees (eu! 39.2 36.9 
Movement of mail by land? air and water.......4/:.4/eqe-see seen ae eer ewes etaoe 68.7 65.5 oa 
Deficits—Government-owned enterpriseS....... 00. cece e eee rece e nee eee e ent e eens 54.0 55.2 —1.2 
ae 
WaoOMeu 6,932.5 368.6 
Thess: Hixpenditure recovered ces: 0. sare acke seems ein: ae teeter enteric 82.8 60.1 22.7 
ee 
Net total expendigare:..c.5.ak.svens de mer enaees teu eaees« nocemaetone sm cements $ 7,218.3 $ 6,872.4 § 345.9 


EXHIBITS 
(as published in the Public Accounts) 


Statement of Expenditure and Revenue for the fiscal year ended March 31, 1965 
(with comparative figures for the preceeding discal vied) asciqtass, saccade ere. Exhibit 1 


Statement of Assets and Liabilities as at March 31 , 1965 (with comparative figures 
| 0 BURRS Ps Sih, ELSE Sn sl i ele te a a ee a RS ek ae a Exhibit 2 


Summary of Appropriations, Expenditures and Unexpended Balances by Depart- 
ments for the fiscal year ended March 31, 1965............................ Exhibit 3 


asi 


ipa 
A 


| 
Summary of Revenue by Main Classifications and Departments for the fiscal year 
meeps BLOG DTS ch narbay tea gs in snaa cots een gees «saad POONA the Hw Exhibit 4 
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EXPENDITURE 


THE GOVERNMENT 


STATEMENT OF EXPENDITURE AND REVENUE FOR 
(with comparative figures for 


Fiscal year ended 
March 81, 1965 


oe nie ee ne er ere re Rees oe etcace i cga G 
‘Atlantic Development Board. c:00 c+ sssies/eennen sae senat Genie seni tne an 


Finance— 
Rablig debt CHAreee. owl caw'sna sees eaeacad haces sh ee ones eee cemenen oye ara eee aia 
Fiscal, tax-sharing, subsidy and other payments to provinces. ......-.-eeeeer reese eeecees 
Other expenditure: «.sc:+slemuelheris cee ce meorrindie bata ese} cre ee hiner a a Oe ad 


1 DE Sea ea le Da rc Reape, ene cn pee ee sor cui a Stouts or ee CO 
Tewisl ations cciisub-{ eh ad cajed saeteiie mersia a tinen ing Wage 98s 97a 9 nas aie rehearse eae as aia aly 
Mines and. Technical Surveyai.,.(cceciess <tale « oat walsheaiayeteieteninte oink pein ire cies ae 
National Capital Commission.......0. 60 20+ 05 soa soo meie nia viata ne Rrericis aie iain ee a Nai 


National Defence— 
Royal Canadian Navy sx + +0:0: cn iwsies so o's ein’ ole siairmiswiertel= Stipes ear ae reise 
Canadian Arm y.scq de shac ces cine iiessielelocls oo Orererercheistegsiemierie nib > she ioe ieke a uaeane lace ici 
Royal Canadian Air Force. 0c. 5/0. .es nce see oes ene semieiny wae sealants eae eee eg 
Defence research and development 
Other expenditure 


Lb eee evelarece Sq 0-4. 80 alee ce eye see Slieree ee slereimas ¢) Sgn yaeg sole © Nir ane Aimar 


Duce gate alla te acme cas a “occere ace lay Sua Ca wing "656 Site Waite Tess We Cele Be TERRES I URE Rae an mR ROR ieee 


National Health and Welfare— 
Family allowances 
Other expenditure 


Wee versie lav shodakeranerelin ebouelshesete/alelalerele-svepelielejels. secu iera’s.si01d\6) sl eys/ 8) .0.10 Sine oie Ciek as Sai 


sare veerane ra’one wyreueleu la tecejerese isles eee (se 4:5.e.nieye/s elton) sverersannens) oe o9ke)1* 58 cee Gelso he Cea 


National Research Council, including the Medical Research Council 
National FROVENUG sc csc cc ciiegcc laccleanls eavaieiersletacorslsinlalessvols « ¥ichalshs)s!s ioe al eieletefein) ssi cathy mela ys Kelsuescneatiodc seenais 
Northern Affairs and National Resources 
Piet OL ee i pasts aictorseee ce cea alisis a li@ssorbve'h loser aioe leuoyare Seat cteleyecore re als tavetle mnehe lave iol ofe els siers ths egelerea Maelo ito lesehe 
[aM ALOE Nanette Teens ano ainecedcr cnn dducegeooon oe 7c Uc oom od 50 SON gum GOO bu I RUG 
Public Archives and National Library 
Public Printing and Stationery 
Pits es Wrorles oi et cise: ccilicta gi siebss oie ieia loans ares aalace cue, alessvacetevave elm ove exeterees aisvelshe svenokolbishsielsUeusnenesroceceie ls enoune 
Office of the Representation Commissioner 
Royal Canadian Mounted Police 
SSerobary Of Statens ces vercer ccle ere nals ofereteleetenere eet ola steveratal Vale onsaneletaketefel velo ys tele fenerteiereteeael amen Cekenaci ae 
Trade and Commerce 
Iya sks} 0( 0) PRI Al Nr or Ae aoe eR atiC accom onr nn Ocoee cootGoo mud CoSuERS imac Qo Oaache 
Veterans Affairs— 

PON STONE Poctes tee a iaavata che wie hatane Gia ie la san verve vane Giinin.olavreronalota watt onevaye raieMone intevera tz ener shane Lever scnnene crcmees 

Other expenditure 


alee 6)8 S Bla ee 6 eles, eee +108) 6)'6 19 ¢ 
S Gis erewl areas oases foals 4) ese! sifese lena calce),6)et 4) a:anm)\ee yep eee ©. 6ki ear iae 
his bie 610 616 @ eie (ale ele ale Khi eels ele lel a\pieiia elf; 1¢1(6. 6) @ 18 A781 © 18 \6. 0) Sa? SAP EMene che Aa Laie 
lela ik let ne leie eb Ie telesh ier © © o 1m. 6 8 e616 a) eNololsve puma m Cle \e 010/19 10 ere #1 lehman ene OP Mae ara cie ce 


pia ale (o'e eel te. os Wie 61S eLele erelelle d)\@8 ms 010,67 E16 o..wie S48 ge lee) Ole e ln) ORE LS 


Dewees w &ielel ele lela ioe ele e/a eielslia: ae (ole eee ee O10i8,6),6 65610 )0.6) © ke Ookla ene ened teem 


sercltesietb. 6 ini o'.e/ 00 o jae lePeueieublolanayene: 6 [n/6/6.8 e616 p 938%) e) Oe herein e,6 MJ6/scm eee: 276 VIS Ste MEAG eel Slo kse oo Mala 


edusta) buen, a) Gheceqel erator see als (eee is, ar6 mitalio) Srenelsiis.e (alete > leleldie:ncalats er 4050 (seh ar Eee Rok L vena lig 


Total expenditure 
Budgetary deficit 


a eieis Se a Si acs, CM Mielelols oie peta) eh 0 a ep ibhb, Sie 6a eee ule ie Se Meee 0 ONe i878 Mele ats elon 


wae 6 eR GW wi Siew elelie wire MG, 6)ein/ta (mi Sle Lee, b)el(s jemiaiel Al i sive ela) ois ele sais) wae keer enn ven esis ii 


$ 165,723,844 
4,294,152 
46, 564,793 
1,589,889 
367, 645 
87,969,198 
14, 952, 288 
578,175 
82,357,670 
6, 226, 358 
24,146,395 
833,873 

7, 653, 868 
131, 186, 586 


1,051, 290, 596 
358, 357 , 022 
178,427,749 

1, 688, 075, 367 


25, 593, 261 
49, 754, 438 
648, 703 
23,788,581 
1,445,861 
53,529,441 
283, 724, 837 
14, 214, 867 
75, 237,766 
10,354,431 


272,532,495 
433,551, 506 
656, 033, 636 
54,531,462 
118,985, 598 
1,635,634, 697 


6,353, 633 
1,303,734 


545,775, 231 
751,811, 068 
1,297 , 586, 299 


56,641,725 
86,908, 544 
80,894,715 
210, 458, 702 
4,568,571 
1,507, 268 
2,732, 686 
224,510,352 
224,521 
76,198,876 
21,909,881 
90,042,850 
466, 947, 594 


180,326, 163 
172,711,504 
858, 0387, 667 
7,218, 274,552 
—37, 964, 765 


7,180,309, 787 


March 81, 1964 

$ 225,681,474 
196,3 

45,955, 220 

1, 258, 359 

341,849 

87,575, 697 

13, 469, 874 

11,875,892 

71,545,372 

5, 224,776 

22,559, 354 

164,824 

6, 942, 249 

97,022,596 


993, 729, 375 
254,330,006 
158, 375, 231 
1, 406, 484,612 
23,716,314 
41,815, 947 
524, 159 
19,701, 651 
1,435,005 
40,995,992 
280, 383, 807 
12,912,533 
67,759,325 
12, 157,998 


297 , 972,475 
454,465, 501 
700, 847, 349 
46, 053, 342 
184, 132,336 
1,683, 471,003 


5,743, 931 
1,067,949 


538, 312, 223 
665,542, 374 
1,203, 854,697 
47,259,773 
82,995, 52 
77,334,019 
206,894, 516 
2’ 940,181 
1,112,728 
2) 147,045 
154,842, 706 
37, 006 
66,899,479 
044 


73,584, 061 
423. 257,874 


173, 164, 513 
160,575, 368 
333,739, 881 
_ os ae 
6,872, 401, 519 
619,197, 480 


__ 
6, 253, 204, 039 


re 


H. R. BALLS, 
Comptroller of the Treasury. 


hk. BebBRYVCH 


Deputy Minister of Finance. 
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EXHIBIT 1 


REVENUE 


Fiscal year ended 
March 31, 1965 March 31, 1964 


Tax revenues— 


Personal‘) Po a a te Aa Mey ersten Fir 9 64.0 wn, 3,05 olbss. 0:0. db relepeee Shenae Coed $2, 103, 281,916 $1,865,073, 635 
orporation® ‘conueeaongpnanac Rel ST elenske nfoge oselialax sin ishels:aparoeyeeisyaiols wists: GAARA Aaa, 1,523,814, 601 1,258, 957, 490 
On dividends, ge penSE OCC. OMIA MTOR. ola siecien- asec benechmicn 143,717,945 124, 499, 621 
Excise taxes— 
SAS ec a EE EE, Se rer ne sean 1, 204, 609, 935 946,054, 797 
OTe saad) t) one ARE OC OE DOSS Gon bo.) OG C0500 COs ak aN OO SPEEA pice ciate ee 269, 082,084 273,415,444 
i UR ARR dee cerca goto tiie. 622,101, 883 581,441,461 
eh sien wai usc LES, CL et end Be 411,402,145 393,326, 182 
Ue icpul ont csoeensncalult ee WHI Wiis or 88, 625, 641 90, 671, 283 
eng sag gigs nn Yih RE RO et) 140, 100 91,869 
6,366,776, 250 6,683, 531,782 
Non-tax revenues— 
EU ooo coe a ears ied aaa 422,693, 741 366, 412, 592 
ee ee portal Pevente aot a gating ens ed Lie 230,435,714 200,717,142 
Refunds of previous years’ SAVE BSIVONG ee ee ete hha ha csacnpiuanceic achbok. OF 20,545, 944 26, 839, 307 
ae RT tit Gs Slee i UL a eta 60, 924,531 51,321,056 
EE TERED TETRA Fs nS ee REIN, SARE T ORG > 1 SSO ORAaNE AER 24, 250, 122 28, 444, 672 
| Privileges, licences and DORN ES rae Mee ten eMC oe Males Lain snins acasotiiec niin. oa, 30, 824, 939 27,172,568 
ELEN GISST YS SCONE SHRI OS I aR A eeu 12, 298, 922 9,717,080 
) Premium, discount and ROB AD SEs eat t ee MIN, oo ve toinoarce Sowell 232, 234 
NESE EIS Fee SP IIa ek tA ROO aiian Giialibiaiiahaas 11,559, 624 8,815, 606 
| 813, 533, §37 719,672, 257 
® Excluding tax credited to the old age security fund— 
_ 1964-65 1963-64 
Personal income tax.................... 431,900,000 302, 600, 000 
orporation income tax................. 145, 250,000 115, 750, 000 
| DLE CS alee a pale Oia aa bial pape 383,151, 254 331, 760, 067 
| Includes duties levied under the Dominion Succession Duty Act. 
1 
; 
| 
\ 
| Per Pa GonBae aren ee EROS SIN Re ATT as Sy ees 7,180,309,787 6,253, 204,039 


j 
| 
| 


Income tax— 


The above Statement has been examined in 


A. M. HENDERSON, 
Auditor General. 
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10. 


We 


12. 


13. 


14. 
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ASSETS 


. Current assets— 


(a) Cash, ohedulevAy DABS O scle<i-/eatres sole deena  Ne ine 
(b) Departmental working capital advances and revolving 
funds, schedule B, page 9.0.2... ..<+7s snes emeeee terns sees 
(c) Securities held for the securities investment account at 
aTAGERZEE COBRIR tee Pred cin Aeterna ne ce ee 
(d) Other current assets, schedule C, page 11.......-.-++ee eee 


_ Advances to the exchange fund account—(value of investments 


from advances on basis of official parity rate March 31, 
1965, $2,653,406,754; official parity rate March 31, 1964, 
F-63200, M98) aw tater s oc ciern< e tie ce loorin n= aaa alge 


. Investments in special United States of America securities— 


Columbia River Treaty.......---+.0+s+2+2cer sneer eoe notes 


. Sinking fund and other investments held for retirement of un- 


matured debt, schedule D, page 11....-.++++eeeeererseees 


. Loans to, and investments in, Crown corporations, schedule E, 


page 11 


des aac ecuereusteeio ln} wa /ensoilelis Nels sarees Kees LeaeeMeXeie r= eMeas ens AGMGASi a 


. Loans to national governments, schedule F, page 13........+-- 


. Other loans and investments, schedule G, page 14— 


(a) Subscriptions to capital of, and working capital advances 
and loans to, international organizations.....+-+++++eeeeees 
(b) Loans to provincial governments.......-++++eeeer eters 
(c) Veterans land act advances (less reserve for conditional 
TREO Lio Wen non inn So con ntS dd onucHOn Don acU eS suo rap DO UP TS 
(d)) Miscellaneous. ic uwceiane nese «+ 2+ iedeaten sale crime are ae 


. Securities held in trust, schedule H, page WA ABew Neda soo sOne 


. Deferred charges— 


(a) Unamortized portions of actuarial deficiencies— 
Canadian forces superannuation account.......++-++++- 
Public service superannuation account........+-+++es++ 
Royal Canadian Mounted Police superannuation 
SC COUWMEs arise surenniers eraueresaelelolensrareya alslniaiyedersi=le se iekvin 
(b) a iaae loan flotation costs, appendix No. 7, Section 9, 
DELO LOTS, 5 cic diclats ovate wiser sue cis aes aim eatote ae ele tttem oes 


Suspense accounts, schedule I, page 18........---++++seeee rere 
(Ghisiil CAGES pou nse unuccaunn son be ot ogo onmecoush cn SoGDD RR Ty 
Inactive loans and investments, schedule J, page 18.......-..-. 


Total recorded assets 


Less: Reserve for losses on realization of assets 


wielw rons) 6efele,'el os eleLeut 


Net recorded assetS.........ccceccecerenserecrscceces 
Net debt, represented by excess of liabilities over net recorded 
assets, schedule K, page 18 


March 31, 1965 


850, 282, 135 
134, 150, 957 
57,119,872 


29, 134,994 
1,070, 687,958 


2,621,000, 000 


219,479, 161 


5,441, 198 


4,996, 301,176 
1,206,576, 551 


709, 753, 537 
98,435, 806 


231,322, 169 
99, 869,916 
1, 189, 381, 428 


53, 059, 934 


53,761,600 
39, 920, 800 


4,153, 600 


110, 749, 442 
208, 585, 442 


1 
94,824,381 


11, 615, 337, 230 


—546, 384, 065 


11, 068,953, 165 


15, 504,472, 544 
26,573,425, 709 


THE GOVERNMENT 


STATEMENT OF ASSETS AND 


(with comparative figures 


March 31, 1964 


$ 984,642,872 
168,806, 488 
99,859, 788 


33,484, 613 
1,286,793, 761 


2,601,000, 000 


4,584, 194, 507 
1,195, 684,799 


702, 130, 003 
118, 651, 578 


216,970, 307 
165, 064, 212 
1,197,816, 100 


38, 881, 823 


276,661,000 


123, 699, 586 
400, 860, 686 


141,392 

1 

94, 824,381 
11,399, 697, 350 
— 546, 384, 065 
10, 853, 318, 285 


15,070, 149, 452 


———— 


25,923, 462, 737 


The notes appearing on page 6 are an integral part of this Statement of Assets and Liabilities. 


H. R. BALLS, 
Comptroller of the Treasury. 


(The schedules and the appendix referred to in the above Statement, 
in the two notes, are to be found in the Public Acco 


unts, Section 


R. B. BRYCE, 
Deputy Minister of Finance 


Net increase 
or decrease (—) 
during 1964-65 


$ —134,360, 737 
—34, 655, 531 
—42, 739,916 


—4,349,619 
— 216, 105,808 


20,000,000 — 
219,479, 161 
5,441, 198 


412, 106, 669 
10,891, 752 


7, 623, 534 
—15, 215,772 


14,351,862 
—65, 194, 296 
— 68, 434, 672 


14,178, 111 


53,761, 600 
—236, 740, 200 


4,153,600 


—12,950, 144 
—191, 775,144 


—141,392 


ee 
215, 639, 880 


—__—_—— ae 
215, 639, 880 


434, 323, 092 
—————EEee 
649, 962,972 


~ 
. 


4 


and the pages referred to 
7 of Volume I) 
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EXHIBIT 2 
OF CANADA 
LIABILITIES AS AT MARCH 31, 1965 
as at March 31, 1964) 
LIABILITIES 
Net increase 


or decrease (—) 


March 31, 1965 March 31, 1964 during 1964-65 


15. Current and demand liabilities, schedule L, page 19— 


Nore: 


(a) Outstanding treasury Cueqhes. we... 5 aie ee ie hee $ 315, 077, 233 $ 319, 625,031 $ —4, 547,798 
(6) Accounts payable (that portion paid in April of the next 
pOlGmanie son) Vent) navamsa et 363,925,315 342, 673,020 21, 252,295 
(c) N on-interest-bearing notes payable to the international 
monetary fund and the international development associa~ 
SLOT A Eyer eC INC IM aly desid ORG OE BOE oc ac si 367,897,531 586, 996, 025 —219,098, 494 
(d) Matured debt OUDS CATO IE bi .-c it GCENe. 5 dk 19,140,916 26, 820, 208 —7,679, 292 
(e) Interest due and Outstanding howe ka Ree ee kn. 102, 034, 032 91,893,490 10, 140, 542 
ta leterestaccmied....1 eee a... Peek 231,173, 522 215, 973,372 15, 200, 150 
Ma) Other currens labilitiesy: saz ad ..4.¢.¢0.600065....0 33, 367, 648 35, 710,909 —2,343, 261 
1, 432,616,197 1,619, 692,056 — 187, 076,858 
16. Deposit and trust accounts, schedule M, page 21............... 272,311, 590 196,454, 123 75, 857, 467 
17. Annuity, insurance and pension accounts, schedule N, page 25.. 5, 675, 840, 853 5,131,053, 811 544, 787, 042 
18. Undisbursed balances of appropriations to special accounts, 
prhedulerO Ppage' 26. 0M Os i ee Ne oe 95, 702, 607 111,601,270 —15,898, 663 
19. Deferred credits, schedule TRIS SEY geyOA Ce cia be are mites ay Sete 113, 208, 312 119, 446, 821 —6, 238, 509 
20. Suspense accounts, schedule OQ PaeerIG nae eee seen 5,531,971 5,117, 628 414, 343 
21. Unmatured debt, schedule R, page 28— 
co EES 5 Re 2, at rn 16, 838, 214,179 16,510, 097,029 328,117,150 
LO) LCE Le 7 Pe ee en 2,140, 000, 000 2, 230,000, 000 —90, 000, 000 
- 18,978, 214,179 18,740,097, 029 238,117,160 


The indirect or contingent liabilities of the Government of 
Canada, consisting of railway securities guaranteed as to 
principal and interest, $1,368,297,986; other guarantees of 
$6,597,743,540; together with certain indeterminate guarantees, 
are listed on page 83. 


| 


Oboe MAUI HOG. eects wee RET, sor scctacccen Ce 26,573,425, 709 25,923, 462, 737 649, 962,972 


| Auditor General’s Certificate 
The above Statement has been examined in accordance with the provisions of the Financial Administration Act. I have 
btained all the information and explanations I have required and, subject to the comments in my report to the House of Com- 


ions, i certify that the Statement is in agreement with the accounts maintained by the Department of Finance and that, in 
AY Opinion, it exhibits a correct view of the financial position of Canada as at March 31, 1965, 


A.M. HENDERSON, 
Auditor General. 
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EXHIBIT 3 


SUMMARY OF APPROPRIATIONS, EXPENDITURES AND UNEXPENDED BALANCES 


BY DEPARTMENTS FOR THE FISCAL Y 


Section 
(Volume 
II) 


OMONormrWwhrF 


( Available for expenditure in 1965-66. 
Includes $54,913,000 carried forward from 1963-64 appropriations. 
(3) Includes $225,000 carried forward from 1963-64 appropriations. 


(4)In addition. parts of appropriations in respect of th 
transferred to ‘“‘Other loans and investments’’, as follows: 


subject to the comments in my report to the House of Commons, 


summary 


(The 


Agriculture 


EAR ENDED MARCH 31, 1965 


Unexpended Balances 


Department Appropriations Expenditures Carcied 
Lapsed forward 
OED ee ae ee eee 
$ $ $ $ 

Agpiculbure. js pvaancves sanciee eens yee ee eres 168,791, 484 165, 723, 844 3,067, 640 
Atlantic Development Board erence eee ya 4,356, 509 4,294,152 62,357 
I iio Sivan ann conmipaouo rocco (so UeUauE nono ORG oc 46, 583, 500 46, 564, 793 18,707 
Auditor General’s Office......-..see-eserecreeceee 1,595,500 1,589, 889 5,611 
Board of Broadcast Governors......-++++eresrteee 390,300 367, 645 22,655 
Canadian Broadcasting Corporation......-.++seess 88,000,000 87,969, 198 30,802 
Central Mortgage and Housing Corporation......-. 14,962, 564 14, 952, 238 10,326 
Office of the Chief Blectoral Officer.......--++++:: 588, 364 578,175 10,189 
Citizenship and Immigration. ....--+++++essereee: 83, 638, 328 82,357,670 1,280, 658 
Civil Service Commission......-.++++sserreeesees 6,399,975 6, 226, 358 173,617 
Defence Production. ....2-c4e- + sere tes tet 25,585, 190 24,146,395 1,438,795 
Economic Council of Canada........++++2+seeree: 885, 920 833,873 52,047 
Emergency Measures Organization........+++++++> 10, 296, 000 7,653,868 2,642, 132 
Hixtornal Abia se savers tistreiereterretr-telereietcientsr= 2 ie love for 135, 748, 952 131, 186, 586 4,557,366 
TREC, ae ac beau ANDO SO ONOD oc OG OC CO HMILIBCOR ODEO 1,598, 518, 683 1, 588,075, 367 10,443,316 
Wineries cance cesiavse mic te otoiets eishetercd-tohsis hele spore iene 27,678, 605 25,598, 261 2,085,344 
Porestey ces ton aes Sow aa eu eNO 53,541, 348 49,754, 438 3,786,910 
Governor General and Lieutenant-Governors...... 678, 567 648, 703 29,864 
Tidustryccetee karan se eepratas eee sec oer os 24, 654, 100 23, 788, 581 865,519 
TRG e ocotras anadeaodr abEootS Abe GODOCIOD OOO: 1,462,446 1,445,861 16,585 
AR fate is ne ang Chon UR RDO Gan on oo 09 OG coo On Eo¢ 56, 834, 121 53,529,441 3,304, 680 
i Dai MiT al noGAd emu mblodebane oe Santen boxe shammoedo onc (2) 371,958, 225 283, 724, 837 46,160,819 42,072,569 
Thegislabion WG Meersae.|. cama or eens ec: 14,301,317 14,214, 867 86,450 
Mines and Technical SurveyS....-..-+++++esseeee: 78,027,496 75,237,766 2,789,730 
National Capital Commission. .......+++seeereeee 10, 463, 001 10,354,431 108,570 
National Defence.......-.--:0sseeesseeeneesceese 1,546, 751,222 1,535, 634, 697 11,116,525 
National Film Board..........+eseseeeeeeseeteres 6,353, 700 6, 353, 633 67 
National Gallery of Canada..........+++eeeeeeees 1,322,700 1,303, 734 18,966 
National Health and Welfare........--+-+seeeeee: 1,302, 144,072 1,297,586, 299 4,557,773 
National Research Council, including the Medical 

Research: Gouncilescwemm asm nr cerita eremeraeters 58,360,901 56, 641,725 1,719,176 
National Revenue..........-:eese reece esr tereeees 89,670, 744 86, 908, 544 2,762,200 
Northern Affairs and National Resources........- (3) 94,086,315 80,894,715 13,191,600 
Post Ottice series acrseis sieve Netter crores hel sy etsloyen over 211,904, 673 210, 458, 702 1,445,971 
Piivays Councils eee eetteer toes eae te shawl sien efetsierey toe 4,875,885 4,568,571 307,314 
Public Archives and National Library..........-- 1,567,800 1,507,268 60, 532 
Public Printing and Stationery.........+.+++eeeee- 2,954, 600 2,732,686 221,914 
Pulslic mVWOr ksi cette iatra etre stake anc fara k arian 227,547,188 224,510,352 3,036,836 
Office of the Representation Commissioner........ 224,521 224,521 
Royal Canadian Mounted Police............+++++: 77,316, 764 76,198,876 1,117,888 
Secretary Of States lianeu et. breccia vuetomnl 22,338, 154 21,909,881 423,273 
Trade and Commerce......c-+++-ssss+scerssrenee 91,688, 507 90, 042,850 1,645,657 
CE rane por bia jutere pia antaut nak aetbe navicdemr aire are 438,599, 309 418,735,575 19,863,734 

Canadian Maritime Commission..........++-++> 41,399, 982 40,635, 156 764, 826 

National Harbours Board............+-eeeesee: 8,853, 301 7,576,863 1,276,438 
Vat erang Athaire ns scrain ic ict aes eieaeaeci ie steisie taster: 358,015, 684 353, 037, 667 4,978,017 

Oe eee 
(4)7,411,906,517 | 7,218,274, 552 151,559,396 


42,072,569 


e following departments and expenditures in similar amounts were 


$4,332,269 and National Health and Welfare $2,250. 


H. R. BALLS, 
Comptroller of the Treasury. 


Auditor General's Certificate 


The accounts relating to the expenditures as set forth in the above Statement have been examined under my direction and, 


for the year ended March 31, 1965. 


sections referred to in the above Summary are 


I certify that, in my opinion, the Statement gives a 


correct 


A.M. HENDERSON, 
Auditor General. 


those in the Public Accounts, Volume II) 
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HE functions and responsibilities of the Auditor General of Canada are outlined 
in Part VII of the Financial Administration Act, RS., c. 116. 


2. In accordance with the requirement of section 70 of the Act, a Report is now 
made to the House of Commons on the results of the audit examinations for the year 
ended March 31, 1966. Subsection (1) of the section reads: 


The Auditor General shall report annually to the House of Commons the results of 
his examinations and shall call attention to every case in which he has observed that 


(a) any officer or employee has wilfully or negligently omitted to collect or receive 
any money belonging to Canada, 


(b) any public money was not duly accounted for and paid into the Consolidated 
Revenue Fund, 


(c) any appropriation was exceeded or was applied to a purpose or in a manner not 
authorized by Parliament, 


(d) an expenditure was not authorized or was not properly vouched or certified, 


(e) there has been a deficiency or loss through the fraud, default or mistake of any 
person, or 


(f) a special warrant authorized the payment of any money, 


and to any other case that the Auditor General considers should be brought to the notice 
_of the House of Commons. 


3. The Statement of Expenditure and Revenue for the fiscal year ended March 31, 
1966 and the Statement of Assets and Liabilities as at that date, prepared by the Depart- 
ment of Finance for inclusion in the Public Accounts, have been examined and certified 
by me as required by section 69 of the Financial Administration Act, subject to my 
comments in this Report. Copies of these financial statements are appended as Exhibits 
I and 2. The Summary of Appropriations, Expenditures and Unexpended Balances by 
Departments and the Summary of Revenue by Main Classifications and Departments, 
both as included in the 1966 Public Accounts, have also been examined and certified and 
copies are appended as Exhibits 3 and 4. 


Standing Committee on Public Accounts 

_ 4. The Committee met only once during 1965 and this was on March 10 when it 

\pproved its Ninth Report 1964-65 which was submitted to the House on March 15, 1965. 
It did not consider my 1964 Report to the House during that year because no motion 

vas introduced in the House to refer the Report to the Committee. It will be recalled 

hat Parliament was dissolved on September 8, 1965 and that a general election was 

eld on November 8, 1965. 

| The Twenty-seventh Parliament opened on January 18, 1966 and my 1965 Report 

to the House was tabled in the House on February 1, 1966. Although the Public Accounts 
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Committee was organized and the names of its 24 members announced on February 7, 
1966, the motion to refer my 1964 and 1965 Reports to this Committee was not intro- 
duced in the House until March 28, 1966. The Committee commenced its examination 
of these Reports on April 5, 1966 and is still in session. 


Recommendations and Observations by the Standing Committee on 
Public Accounts not yet implemented or dealt with by Executive action 


5. In my Report to the House last year I stated that 40 Committee recommendations 
had not been implemented or dealt with by Executive action. 

In the course of its meetings during the period April 5, 1966 to July 5, 1966, the 
Committee was advised that 11 of these 40 recommendations had since been implemented. 
Following the summer recess the Committee resumed its sittings on October 25 and 
between this date and November 38, 1966 presented six reports to the House containing 
its recommendations on the matters examined up to July 5, 1966. 

These reports not only contained new recommendations but also reiterated previous 
ones on which no action had been taken. Several of these date back to 1961. 

Particulars of the Committee recommendations awaiting Executive action at this 
time are shown in Appendix 1. They now total 49 compared with the 40 shown last year. 


Scope of the Audit 


6. Examinations of the departmental accounts for the year ended March 31, 1966 
were made in conformity with section 67 of the Financial Administration Act which 
reads: 


The Auditor General shall examine in such manner as he may deem necessary the 
accounts relating to the Consolidated Revenue Fund and to public property and shall 
ascertain whether in his opinion 


(a) the accounts have been faithfully and properly kept, 


(b) all public money has been fully accounted for, and the rules and procedures applied 
are sufficient to secure an effective check on the assessment, collection and proper 
allocation of the revenue, 


(c) money has been expended for the purposes for which it was appropriated by 
Parliament, and the expenditures have been made as authorized, and 


(d) essential records are maintained and the rules and procedures applied are sufficient 
to safeguard and control public property. 


Our examinations continued to include a general review of the accounting procedures 
and such tests of the accounting records and other supporting evidence as we considered 
necessary in the circumstances. 

The attention of responsible administrative and accounting officers was directed t¢ 
transactions which, in the Audit Office view, were not in harmony with annual parliamen 
tary appropriations or continuing statutory financial directions, or which lacked con 
formity with Executive orders or regulations. 
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Our examinations extended to all departments, Crown corporations and other agen- 
cies of the Government of Canada, excepting those corporations and other instrumentali- 
ties listed in paragraph 188 whose accounts were subject to examination by other auditors. 


During the course of their work, members of the staff of the Audit Office were given 
full access to all vouchers, records and files of the various departments, Crown corpora- 
tions and other agencies. In addition, they were readily provided with all supplementary 
information and explanations required. I should like to express My appreciation for the 
co-operation thus extended by departmental and treasury officers and by the administra- 
tive and accounting officers of Crown corporations and other agencies, 


The Audit Office has continued to follow its practice of addressing detailed reports to 
the executive boards of Crown corporations and other agencies covering the results of its 
examinations. These reports give a broad summary of the results of operations for the 
financial year in comparison with previous years, and make comments and offer sugges- 
tions regarding weaknesses in internal control and other matters noted during the audit. 
Matters dealt with in these reports that are considered to be of interest to the House of 
Commons are referred to in the relevant sections of this Report. 


Findings of the Royal Commission on Government Organization 


7. In my Report to the House last year I referred to the request of the Public 
Accounts Committee in 1964 that I follow through and ascertain what action had been 
taken with regard to the findings of this Royal Commission (1960 to 1963) relating to 
outdated procedures, uneconomical operations and wasteful practices, I advised the House 
that, following a study by the Audit Office last year in 32 departments and agencies where 
conditions giving rise to the 450 findings were known to exist, it was found that action 
had been taken in only about one-quarter of the cases. The results of this study have not 
yet been reviewed by the Public Accounts Committee in its examination of my 1965 
Report. 


The principal change during the past year was an announcement by the President 
of the Treasury Board on April 7, 1966 that 25 more recommendations made by the Royal 
Commission had been approved. This leaves 151 recommendations not yet disposed of 
out of the original 276. 


In my opinion a detailed examination of each of the findings is long overdue. The 24. 
reports of the Royal Commission specifically stated the conditions that were found to 
exist and our study last year confirmed their continued existence in 73% of the cases. I 
delieve that prompt action by those responsible could yield substantial savings in public 
‘unds in future years. 

| Meanwhile, administrative overhead in departments and agencies continues to rise 
ubstantially in terms of staff needs and office costs. I advised the House last year that 
vhen this Royal Commission concluded its work in 1962-63, administrative overhead in 
€rms of staff needs and office costs was to the order of $1,000 million. The comparable 
Sure presently estimated for 1966-67 is $1,325 million, an increase of over 30% during 
he past four years. Some explanation of this can be found in the Summary of Employees 
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(Appendix 2) which shows that the number of employees authorized for departments, 
Crown corporations and other instrumentalities at March 31, 1966 had increased by 
10,965 over the past year. This brings to 20,512 the increase in the number of employees 
authorized since the Royal Commission published its findings. 


Office of the Auditor General 


8. The staff establishment authorized for the Audit Office was 221 employees during 
the year. The working strength at November 30, 1966 totalled 203 employees. 

During its current meetings the Public Accounts Committee has reviewed the func- 
tion and operations of the Office of the Auditor General at length. It will be recalled 
that the Committee had made three recommendations in its 1963 and 1964 reports to 
the House designed to ensure the independence of the Office and to improve parlia- 
mentary control of public funds. 

In expressing its regret that no action had been taken with respect to these recom- 
mendations, the Committee reported to the House on June 28, 1966 as follows: 


(1) It continues to be the opinion of the Committee that it is fundamental that the Office 

of the Auditor General of Canada be strong, capable, efficient and equipped to operate 
in accordance with the high standards of independence and objectivity expected of 
professional accountants. The Committee has been particularly pleased to note in this 
connection that the Office was recently accorded the right by the Institutes of Chartered 
Accountants of Quebec (1964) and Ontario (1966) to article students-in-accounts. 
The Committee believes that as an officer of Parliament, the Auditor General should 
have the right to recruit the professional and senior staff he needs, in the same inde- 
pendent manner as do other officers of Parliament and that the Auditor General’s 
establishment be set in the same manner as government departments. 


(2) The Committee noted that although this officer of Parliament is the auditor of the 
majority of the Crown corporations, it has not been the practice of successive govern- 
ments to appoint the Auditor General the auditor of seven of the Crown corporations and 
other public instrumentalities and that therefore their accounts have not been examined 
and reported upon by him to the House. The Committee expressed its belief that it 
would be in the best interests of Parliament in its control of public funds were the 
Auditor General empowered to audit the accounts of all of the Crown corporations, 
agencies and public instrumentalities owned or controlled by the Crown, wherever 
they may be, and to report thereon to the House. 


The Committee again recommends: 


(a) that the Auditor General be appointed either the sole auditor or a joint 
auditor pursuant to subsection (2) of section 77 of the Financial Administra- 
tion Act, of each Crown corporation, agency and other public instrumentality 
in respect of which other auditors have been or may be appointed; 

(b) that in cases where other auditors are appointed, they function as joint auditors 
with the Auditor General, and that such appointments be made by the Gov- 
ernment. 


(3) The Committee noted that pursuant to the provisions of section 75 of the Financia 
Administration Act, an officer of the public service nominated by the Treasury Boarc 
examines and certifies to the House of Commons in accordance with the outcome of his 
examinations the receipts and disbursements of the Office of the Auditor General 
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Act be amended to provide that the receipts and disbursements of the Office of the 
Auditor General be examined by a qualified Person nominated by Parliament through 
its Standing Committee on Public Accounts, and that such person should report thereon 
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has been made to the House by the Government to adjust the salary of the Auditor 
General whose salary is fixed pursuant to section 65 (2) of the Financial Administration 


Fund be paid a salary not less than the highest amount being paid to a senior deputy 
minister in the public service of Canada. 


(5) The Committee is of the opinion that all of the characteristics, duties and functions 
of the Office of the Auditor General, including the foregoing recommendations, should 
be set out in a Separate Act of Parliament governing this Office instead of being a 
part of the Financial Administration Act, 


The Committee is requesting the Auditor General to consult his legal advisers and to 
co-operate with them in drafting such an Act for submission to the Committee and 
to the Government. 

The first four of the above recommendations of the Public Accounts Committee 
will be recognized as recommendations for action by the House of Commons. 

The fifth recommendation includes a request that the Auditor Genera] consult with 
his legal advisers and co-operate with them in drafting a separate Act of Parliament 
governing the Office of the Auditor General, for submission to the Committee and to the 
Government in due course. I have complied with this request and I am submitting this 


( 
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Summary of Expenditure and Revenue 


9, The Statement of Expenditure and Revenue for the fiscal year ended March 31, 
1966, prepared by the Department of Finance for inclusion in the Public Accounts and 
certified by the Auditor Ceneral as required by section 64 of the Financial Administration 
Act, is reproduced as Exhibit 1 to this Report. The Statement shows a deficit of $39 
million for the year. By comparison, there were deficits of $38 million in the preceding 
year and $619 million in 1963-64. 


Expenditure 


10. The Summary of Appropriations, Expenditures and Unexpended Balances by 
Departments for the fiscal year ended March 31, 1966, as published in the Public 
Accounts, is reproduced as Exhibit 3 to this Report and shows appropriations of $7,998 
million, expenditures of $7,735 million and unexpended balances of $263 million. 


11. Of the $7,998 million of appropriations available for expenditure in the year, 
$3,180 million was provided by continuing statutory authorities and $4,776 million 
was granted by Appropriation Acts (Nos. 1, 3, 4, 5 and 6 of 1965 and Nos. 1, 2 and 4 of 
1966) while $42 million remained available from continuing 1964-65 appropriations (De- 
partment of Labour Votes 5, 6 and 8). 

Of the $7,735 million of expenditure during the year, $3,180 million (41%) was 
sneurred under the continuing statutory authorities, with $4,555 million (59%) being 
spent under the authority of appropriations eranted for the year and continuing appro- 
priations of the previous year. 

Of the $263 million of unexpended balances at the year-end, $174 million lapsed in 
compliance with section 39 of the Financial Administration Act and $89 million per- 
taining to the following departments and votes remained available for expenditure in 
1966-67 because of the special wording of the appropriations: 


Department Vote Particulars Amount 


Citizenship and Immigration 
(transferred from Depart- 


ment of Labour) ......-- 6 Winter works incentive program ....------ $ 39,170,000 
LU ene nee boo GpOo Dba 50 Forgiveness of indebtedness under terms of 
Municipal Development and Loan Act, 

1063, C18 ee bi eho ae aire ae 22,000,000 
RIMaNCe! seemieas ekiete ie sie 15 To supplement estimates of other departments 
in connection with the winter construction 

and repair Program ....-+e+eererereeereee 4,339,000 

Wa boule cee eee ee se cee: 8 Winter house building incentive program ... 15,388,000 

Mines and Technical Surveys 62 Subsidy to San Antonio Gold Mines Limited . 7,000 
Transport .:< sacs «nse se e9 112 Trunk highway program of the Atlantic De- 

velopment Board ......++ssseereseerereees 7,905,000 


$ 88,809,000 
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12. The lapsed balances of $174 million represented 3.6% of the $4,818 million of 
appropriations under Appropriation Acts. This compares with lapsed balances of 3.5% 
of the amounts available in the preceding year and 4.1% in 1963-64. In the following 
cases the lapsed balances represented more than 10% of the appropriations under the 
Appropriation Acts: 


Lapsed 

Appropriations Amount % 
Board of Broadcast Governors ........................ $ 493,000 $ 110,000 22 
Canada Emergency Measures Organization ........... 9,744,000 2,000,000 21 
EetSsarys DMMB ARO. Ie mera dy oem 36,025,000 6,723,000 19 
pertetary at State fens gi). diat od. + cumemnes fad anes 27,840,000 3,843,000 14 
Be PENT = MSHS) im. foarte omens Ase ee 45,029,000 5,647,000 13 
rede and Commeress i. oi scenes sedi vocetacc.. 52,509,000 6,435,000 12 
Public Printing and BELONG I ene dy) 3,409,000 356,000 10 


13. The following Suinmary compares expenditure for the fiscal year 1965-66 with 
the corresponding figures for the two previous years: 


1965-66 1964-65 1963-64 

PIC UNEGL fs LIVER. doe cures Pec iuets $ 186,264,000 $ 165,724,000 $ 225,681,000 
CUETO) UTS as Re 54,450,000 46,565,000 45,955,000 
Canadian Broadcasting Corporation ...... 97,459,000 87,969,000 87,576,000 
Citizenship and Emigration ih.c80 46.1. 00, 238,567,000 180,997,000 200,752,000 
picCetmal Ail ain bead vole Sacre dyitocto bes! odio, 152,546,000 131,187,000 97,023,000 
NES Sa ae te an ne eee 1,850,679,000 1,622,642,000 1,446,888,000 
Becder Gs ter he eee, Oe 34,526,000 25,593,000 23,716,000 
PorestryaO Ae AOA, Drip bom: 57,135,000 49,754,000 41,816,000 
BOCA Se 2. atl cele 0M Bere. ios hiy ane, 29,301,000 23,789,000 19,702,000 
Mines and Technical SUIVEYSi ret. 4 wos. : 107,358,000 94,324,000 87,166,000 
National Defence ........................ 1,548,447,000 1,537,835,000 1,685,981,000 
National Health and Welfare ............ 1,175,122,000 1,300,598,000 1,206,354,000 
National Research Council, including Medi- 

al Research Council ................... 74,387,000 56,642,000 47,260,000 
National Revenue ....................... 94,972,000 86,909,000 82,996,000 
Northern Affairs and National Resources .. 156,434,000 127,306,000 113,163,000 
ee ee ee Oke 240,206,000 210,459,000 206,895,000 
EODNeW okay r,. Sent to) at A 256,526,000 224,058,000 154,307,000 
Royal Canadian Mounted Polices anchertin 81,959,000 76,199,000 66,899,000 
Beseitor General ees vey aun sh bu. cc, 56,875,000 39,278,000 27,947,000 
@radevand’ Commerce ..!./....)...... 1... 46,074,000 54,797,000 32,533,000 
enapert: HOUAIOL. JORG. parle be 508,744,000 466,519,000 422,867,000 
Unemployment Insurance Commission .... 98,038,000 94,792,000 88,414,000 
fe femaney Aifairsqrer, inst f. oesb ds cavellsc. 369,652,000 352,098,000 332,800,000 
Diner departments “Uy 002, 9 fs 219,074,000 162,241,000 127,710,000 


$ 7,734,795,000 §$ 7,218,275,000 $ 6,872,401,000 


Comments are made in the following paragraphs regarding the significant increases 
or decreases in expenditure charged to individual appropriations or groups of appro- 
priations which mainly accounted for the variation between the totals listed above for 
1965-66 and 1964-65. 
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14. Agriculture. Expenditure by this Department increased by $21 million (12%) 
due principally to an increase of $11 million (15% ) in erants, contributions and subsidies 
by the Production and Marketing Branch, and increased expenditure by: Research 
Branch, $3.8 million (13%); Land Rehabilitation, Irrigation and Water Storage Projects, 
$2 million (7.5%) ; Health of Animals Branch, $1.5 million (11%); and the Board of 
Grain Commissioners, $.6 million (9%). 


15. Atomic Energy. The net increase of $7.9 million (17% ) under this heading com- 
prises increases of $4.8 million (14%) for the operating expenditure and $2.7 million 
(26%) for the capital research program of Atomic Energy of Canada Limited, and 
$377,000 for the operations of the Atomic Energy Control Board. 


16. Canadian Broadcasting Corporation. The increase of $9.5 million (11%) was 
due mainly to an increase of $7.1 million in the cost of production and distribution of 
programs, $635,000 in interest on funds advanced to the Corporation to meet its capital 
requirements, and provision, for the first time, of funds to meet loan repayment instal- 
ments, $712,000. Loans, less repayments, of $12 million were made to the Corporation 
to meet its capital requirements compared with $14 million in the previous year. 


17. Citizenship and Immigration. Expenditure increased by $58 million (32%). 
This was due mainly to increases of $56 million (57%) in payments to provinces to 
provide assistance for technical and vocational schools and training programs, $2.1 
million (17%) in the operations of the Immigration Branch, mainly in providing 
additional field and inspection services at home and abroad, $1 million (4.8%) in 
administration of the National Employment Service and $.7 million (24%) in depart- 
mental administration, offset by reductions of $1.7 million (4%) in payments under 
the municipal winter works incentive program and $.9 million in payments under the 
older worker employment and training incentive program which was discontinued 
in 1964-65. 


18. External Affairs. The increase of $21 million (16% ) is accounted for largely by 
a special voluntary contribution of $4.3 million to the United Nations, which had no 
counterpart in 1964-65, and increases in: contributions to international economic and 
special aid programs, $6.9 million (71%); external aid, $4.6 million (5.7%); and costs 
of headquarters administration and representation abroad, $4.9 million (17%). 


19. Finance. There was an increase of $228 million (14% ) due mainly to: an increase 
of $108 million (30%) in subsidies and other payments to provinces, including payments 
of $81 million under the Established Programs (Interim Arrangements) Act, 1964-65, 
c. 54, which had no counterpart in the previous year; an increase of $60 million (5.7%) 
in public debt charges; an increase of $31 million, from $3 million to $34 million, in the 
forgiveness of indebtedness under the Municipal Development and Loan Act, 1968, ¢. 13; 
and an increase of $16 million (160%) in the amortization of deferred charges pertaining 
to special contributions to the Public Service Superannuation Account. 
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20. Fisheries. The increase of $8.9 million (35% ) was due mainly to increased costs 
of $2.3 million (17%) for operation and maintenance, $2.4 million (176%) for construc- 
tion or acquisition of works and equipment and $2.4 million (155%) for grants and 
subsidies. 


21. Forestry. Expenditure increased by $7.4 million (15%) due in large part to a 
$3.9 million (42%) increase in payments in respect of projects and programs under the 
Agricultural Rehabilitation and Development Act, 1960-61, c. 30, a $1.9 million (10%) 
increase in freight and storage assistance payments on western feed grains and a $1.5 
million (15%) increase in administration, operation and maintenance costs. 


22. Industry. Expenditure increased by $5.5 million (23%) due to an increase of 
$1.7 million (51%) in administration costs and an increase of $3.8 million (19%) in 
costs of sustaining technological capability in Canadian industry. 


23. Mines and Technical Surveys. Expenditure increased by $13 million (14%), 
Major increases were: $2.5 million (28%) for marine surveys and research; $1.9 million 
(155%) for subventions under the Atlantic Provinces Power Development Act, 1957-58, 
c. 25; $1.3 million (21%) in contributions to the provinces for the development of roads 
leading to resources and of campgrounds and picnic areas; $1.1 million (15%) for field 
and air survey operations; and $1 million (18%) for mining and metallurgical investi- 
gations. Expenditure on the construction of the Dominion Astrophysical Observatory at 
Victoria, B.C., was $1.8 million compared with only $77,000 in the preceding year. 


24. National Defence. Although the expenditure of $1,548 million represented an 
increase of less than 1% over the preceding year, significant changes occurred in several 
individual expenditure classifications. There was an increase of $18 million (4%) in 


~ Defence Services—Army, and a decrease of $20 million (3%) in Defence Services—Air 
_ Force. Development expenditure increased $13 million (74%) and defence research in 
Canadian industry increased $1.5 million (39%). Mutual Aid decreased $13 million 


(47%). Not included in the expenditure for Defence Services—Army were outlays of 


_ $1 million charged to the National Defence Replacement of Materiel Account during 


the year. 
25. National Health and Welfare. Expenditure decreased by $125 million (10%) 


which comprised reductions of $114 million (26%) in payments pursuant to the Hospital 


Insurance and Diagnostic Services Act, 1957, c. 28, $28 million (38%) in payments 
under the various programs of categorical allowances, $7.3 million (21%) in general 


health grants, $5.8 million (5.4%) in payments under the Unemployment Assistance Act, 


1956, c. 26, and $3.9 million (18%) in hospital construction grants, offset in part by 


increases of $20 million (73%) in youth allowances, which were in effect for a full year 


‘compared with seven months in the prior year, $6 million (1.1%) in family allowances 
and $5 million (15%) for medical services, most of which related to construction costs 
of the Charles Camsell Hospital. The substantial decrease in departmental expenditure 
Tesulted from the Province of Quebec opting out of shared-cost programs from January 1, 
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1965, consequent on the Province obtaining certain tax concessions under the Established 
Programs (Interim Arrangements) Act, 1964-65, c.54. Payments to the Province of 
Quebec for January, February and March 1965 amounting to $32 million were recover- 
able from payments to that Province by the Department of Finance under the Established 
Programs (Interim Arrangements) Act. This amount was recorded as a refund of expendi- 
ture under the Hospital Insurance and Diagnostic Services Act in 1965-66, thus reducing 
the year’s recorded expenditure by $32 million. 


26. National Research Council, including Medical Research Council. The $18 million 
(31%) increase in expenditure was due largely to an increase of $11 million (45%) in 
scholarships, grants in aid of research and assistance towards research in industry, and an 
snerease of $6.3 million (20%) in eeneral administration costs. 


27. National Revenue. Of the $8.1 million (9.3%) increase in expenditure, $3.5 
million (7.8%) was in the Customs and Excise Division and $4.6 million (11%) in the 
Taxation Division. The increases were due to higher administration costs. 


28. Northern Affairs and National Resources. Expenditure of this Department in- 
creased by $29 million (237%) with $17 million of this due to increased activities of the 
Indian Affairs Branch where expenditure on social programs, including implementation 
of an accelerated five-year plan to provide housing on Indian reserves, increased by 
$8.1 million (49%), education costs by $6 million (17%), and economic development 
expenditure by $1.1 million (38%). Northern Administration Branch expenditure 
increased by $8.3 million (23%) of which $2.1 million (9%) pertained to operation and 
maintenance costs and $5.2 million (637) to expenditure on construction of buildings, 
works, roads and bridges. In the National Parks Branch there was an increase of $3.8 
million (15%), of which $2.3 million was in the costs of operation and maintenance and 
$1.5 million (11%) in expenditure on construction. 


29. Post Office. The expenditure of this Department increased by $30 million (14% ) 
due largely to increased salary costs of $25 million (19%) and increased cost of transport- 
ing mail by land and air of $3.5 million (5.1%). 


30. Public Works. There was an increase of $32 million (14% ) in expenditure by this 
Department. The largest item was an increase of $14 million (16%) for accommodation 
services, including an increase of $4.5 million in rental costs. Expenditure in connection 
with Trans-Canada Highway construction increased by $7 million (10%) and harbours 
and rivers expenditure increased by $5 million (17%). General administration expenses 
increased by $3.8 million (31%) and those in respect of the ice control structure in the 
Montreal harbour area by $1.7 million (29%). 


31. Royal Canadian Mounted Police. Expenditure increased by $5.8 million (7.6%). 
Of this amount $3.8 million was due to increases in pay and pension benefits and the 
balance to the general increases in operating costs. 
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32. Solicitor General. Of the increase of $18 million (45%) in expenditure, $15 mil- 
lion (107%) represented increases for construction and improvements of penitentiaries 
and $3 million (12%) for their administration, operation and maintenance. 


33. Trade and Commerce. The decrease of $8.7 million (16%) resulted from there 
being no counterpart in 1965-66 for the payment of $19 million made in 1964-65 to the 
Canadian Corporation for the 1967 World Exhibition. Retroactive salary adjustments, 
together with increases in the number of personnel, largely accounted for greater expen- 
diture by the Dominion Bureau of Statistics, $1.5 million (12%), and the Canadian Goy- 
ernment Travel Bureau, $1.4 million (29%). The Canadian Government Participation 
in the 1967 World Exhibition expenditures were $4.6 million compared with $840,000 in 
1964-65. Expenditures on the 1966 quinquennial census were $921,000 compared with 
$20,000 in 1964-65, 


34. Transport. The expenditure of $509 million represented an increase of $42 mil- 
lion (9%) over the preceding year. This was accounted for largely by increased expendi- 
ture of: $20 million—to $85 million—for marine services, mainly for the construction 
of Canadian Coast Guard ships and facilities and for the administration, operation and 

- Maintenance thereof; $19 million—to $88 million—in interim payments to railways 
to maintain freight rates at reduced levels ; and $14 million—to $24 million—for the 
construction of coastal ferries, docks and terminals. Other significant increases were: 
$11 million—to $143 million—in air services, mainly in respect of administration, opera- 
tion and maintenance of the various facilities; $9 million—to $41 million—in capital 
subsidies for the construction of commercial and fishing vessels; and $9 million to the 
Railway Grade Crossing Fund. Offsetting these increases were reductions of: $19 million— 
from $27 million—for The St. Lawrence Seaway Authority in reimbursement of the 
Welland Canal deficit; $14 million—from $24 million—in railway construction subsidies : 
and $5 million—from $38 million—in the deficit of the Canadian National Railways. Also, 
there was no counterpart in 1965-66 for the expenditure incurred by the Department in 
the preceding year in refunding $2 million of air route facility fees. 


35. Unemployment Insurance Commission. The expenditure of $98 million rep- 
resented an increase of $3.2 million (3.4%). This was more than accounted for by an 
increase of $3.5 million (5.7%) in the Government’s Statutory contribution to the 
Unemployment Insurance Fund. 


36. Veterans Affairs. The expenditure of $370 million was $18 million (5%) higher 
than in the preceding year. The significant increases were $8.8 million (9%) in war 
veterans allowances and assistance, $5.2 million (2.9%) in pensions for disability and 
death and $3.6 million (87%) in operation and maintenance of treatment services. The 

| higher rates put into effect on September 1, 1964, paid for the full year, were the main 
factor contributing to the increases in allowances and pensions. Higher salaries and 
_ Wages accounted largely for the increase in the cost of treatment services. 
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37. Other departments. Expenditure by “Other departments” totalled $219 million, 
an increase of $57 million (35%). An increase of $19 million (453%) in expenditure of 
the Atlantic Development Board included increased disbursements of $17 million (473%) 
from the Atlantic Development Fund and disbursements of $2 million under the new 
trunk highway program. Allotments to Central Mortgage and Housing Corporation 
increased by $6.6 million (44%), and of this figure $3.5 million (50%) was in connection 
with the forgiveness of loans pursuant to section 36c of the National Housing Act, 1954, 
1953-54, ¢.23, and $2.1 million (44%) pertained to urban renewal projects. There was 
an increase of $12 million in expenditure of the Office of the Chief Electoral Officer due 
entirely to the costs of the general election in November 1965. Expenditure by the 
Department of the Secretary of State increased by $2.1 million (9.5%) to $24 million, 
due to increased budgetary expenditure of $11 million (153%) on behalf of the Centennial 
Commission of which $5 million (125%) was an increase in the payment to the Centen- 
nial of Confederation Fund. There was no counterpart in 1965-66 for the grant of $10 
million to the Canada Council in the previous year. 


38. Royal Commissions and Commissions under Part I of the Inquiries Act. Expendi- 
ture during 1965-66 and the cumulative expenditure of the existing Commissions from 
the respective dates of establishment to March 31, 1966 are shown below: 


Royal Commission on: 


12M Sites choboocovac edo boncpo anode 
Banking and Finance 
Taxation 
Piloba gers du colar et. Reite te see ash oes “ee 
Bilingualism and Biculturalism 


Nips: ic tot erate Tene ere7st.e operas, wneT® en ete:le [sil sue Siti S 


Pee Ca 


Commissions under Part I of the Inquiries 
Act to inquire and report on: 


(1) The problems relating to the future of 
the aircraft overhaul base maintained 
by Air Canada at Winnipeg Interna- 
tional Airport 


Sle (6) 4) Wile Te a. (6) ee 0 cedme) @NéLece.e¢6) 5 


(2 


a 


Circumstances surrounding the crash of 
an Air Canada aircraft at Ste. Therese, 
Quebec, on November 29, 1963 ....... 


(3) The export marketing problems of the 
Salt Fish Industry in the Atlantic 
ProvanCegae 2. oaciiecieenke feloniastoe aeteterare 


(4) Allegations of improper conduct on the 
part of public officials in connection 
with extradition proceedings concern- 
ing. Lucien, Rivard 24. dss. t. 4.2 

(5) The charges of irregularities in the 
Federal Election of 1963 ...........- 

(6) The marketing problems of the Fresh- 
water Fish Industry in the Provinces 
of Ontario, Manitoba, Saskatchewan 
and Alberta and Northwest Territories. 


June 20, 1961 
Oct. 18, 1961 
Sept. 25, 1962 
Nov. 1, 1962 
July 19, 1963 


June 11, 1964 


Oct. 8, 1964 


Oct. 29, 1964 


Nov. 25, 1964 


Mar. 2, 1965 


July 9, 1965 


$ 143,689 
14,572 
568,760 
147,874 
2,298,765 


13,084 


14,968 


12,786 


51,646 


14,107 


27 686 


Expenditure 
during Cumulative 
Date of year ended expenditure to 
establishment March 31,1966 March 31, 1966 


$ 1,370,346 
748,848 
2,654,852 
602,549 
4,316,400 


28,084 


21,037 


42,117 


180,054 


14,107 


27 686 
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(7) The increases in rates of pay for civil 

servants in Group “D” announced by 

the Government on July 16, 1965 .... July 23, 1965 7,193 7,193 
(8) The Post Office Department concern- 

ing grievances relating to work rules, 

codes of discipline and other conditions 

of employment applying to non-super- 

visory operating employees, exclusive 

olfsclaries ie fae SEW dey dad Sept. 1, 1965 49,661 49,661 
(9) The dealings of the Honourable Mr. 

Justice Leo A. Landreville with North- 

ern Ontario Natural Gas Company 


Piuited eae). eee Jan. 19, 1966 21,826 21,826 

Preparatory committee on collective bargain- 
ing in the Public Service ................ July 25, 1963 42,549 157,883 
$ 3,429,166 $ 10,242,643 


Revenue 


39. The Summary of Revenue by Main Classifications and Departments for the 
fiscal year ended March 31, 1966, prepared by the Department of Finance for inclusion 
in the Public Accounts and certified by the Auditor General, is reproduced as Exhibit 4 
to this Report. The summary shows tax revenues accounting for $6,850 million of the 
total revenue of $7,696 million. 


40. The following table summarizes the revenue, by principal sources, for the past 
three years: 


1965-66 1964-65 1963-64 
Tax revenues— 
Personal income tax ............. -ee... & 2,142,456,000 $ 2,103,282,000 $ 1,865,074,000 
Corporation income tax ................ 1,606 620,000 1,523,815,000 1,258,957,000 
Income tax on dividends, interest, etc., 

BID Sr SDT OR deed set: av lyo wenn tenmc vas, cays 170,019,000 143,718,000 124,500,000 
ee eR ds Lat ir sae oe, 1,395,129,000 1,204 610,000 946,055,000 
Excise taxes (other than sales Case) eee eer, 296,178,000 269,082,000 273,415,000 
RUStOMIS CUEICS cn is oe sscucccc. 685,519,000 622,102,000 581,442,000 
Di cmpes ution pam ew ott te 445,886,000 411,402,000 393,326,000 
LE SLEN SSUES ot Og nt gg I eel 108,352,000 88,625,000 90,671,000 
Other tax revenues ..................... 161,000 140,000 92,000 

6,850,320 ,000 6,366,776 ,000 5 ,583,532,000 

Non-tax revenues— 
Return on investments .............. 438,254,000 422,694,000 366,413,000 
Pet oosialseveniie.......... 237,482,000 230,436,000 200,717,000 
Other non-tax revenues .............. 169,764,000 160,404,000 152,542,000 
845,800,000 813,534,000 719,672,000 
$ 7,695,820,000 $ 7,180,310,000 $ 6,253,204,000 


41. The amounts shown for income taxes and sales tax do not include collections of 
taxes levied under the Old Age Security Act, R.S., c. 200. These collections, which 
amounted to $1,169 million in the year, were credited to the Old Age Security Fund. 
A summary of the transactions relating to this Fund during the year, in comparison 
with the corresponding amounts for the two previous years, is given in paragraph 164. 
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42. Excise taves. The following is a summary of excise taxes, other than sales tax, 


collected during the year ended March 31, 1966, 


with comparable amounts for the two 


previous years: 


1965-66 1964-65 1963-64 
Cigarettes i. algunos> + oa vee eee nar $ 217,876,000 § 197,495,000 § 200,211,000 
Manufactured tobacco ....-----ssecerseeeeetcees 16,393,000 17,149,000 23 ,460,000 
Phonographs, radios yale aiblecs! auoouaesoucodse< 14,729,000 13,082,000 11,432,000 
Toilet articles and preparations .....--+++++++++ 14,114,000 12,791,000 11,126,000 
Television sets and tubes .....-.--+++eeeereeee 12,232,000 10,440,000 10,578,000 
Jewellery, clocks, watches, chinaware, etc. ....- 7,935,000 6,864,000 6,353,000 
Wiames ce hole ale db aioe es oa nee ee rng eas 4,402,000 4,092,000 3,814,000 
Cia cece Pe eee ee 3,811,000 3,700.000 3,267,000 
GREE Sais cree aoe oraih ce ie rene an ores eee acces 5,034,000 3,816,000 3,505,000 
Refunds and drawbacks .......+++seecssereeees —348,000 —347,000 = 90 1.000 


$ 296,178,000 $ 269,082,000 $ 273,415,000 


43. Excise duties. A listing of excise duties 


collected during the year ended March 31, 


1966, in comparison with corresponding amounts for the two previous years, is given 


in the following table: 


1965-66 1964-65 1963-64 
Cigaretbes’...ciie/- ovis t+ o> om syaeins Crain cee yee eis E § 179,054,000 $ 168,797,000 § 157,054,000 
SIEM tte acho, Pac eee ome narer a? aang de 156,942,000 134,716,000 129 406,000 
Beer tities: tien + 2s Ae eae ss eee eee 107,917,000 105,386,000 102,907,000 
CECE) eg oes ss el = Moe te ete aie pase ots 8,047,000 8,403,000 8,623,000 
Refunds and drawbacks .......-..eseeeereeeseees —6,074,000 —5,900,000 —4,664,000 
$ 445,886,000 $ 411,402,000 $ 393,326,000 


44. Return on investments. The following is a listing of the revenue from the various 


investments in 1965-66, along with the c 


omparable figures for the two previous years: 


1964-65. 


$ 128,238,000 


93,349,000 
63,552,000 
19,639,000 
13,934,000 
11,601,000 
43,065,000 


1,150,000 
8,308,000 
3,047,000 
6,383,000 
4,000,000 
3,425,000 
2,858,000 


2,706,000 
2,105,000 
1,500,000 
6,504,000 

374,000 
6,956,000 


$ 422,694,000 


1965-66 

Beeler (OCMEKOER oho co omoen cdoneDOboDacndoaL 0% § 143,106,000 
Central Mortgage and Housing Corporation .... 107,843,000 
Exchange Fund Account ........s+seeeeeeeeeee 62,833,000 
Deposits with chartered banks .......-.+-++++s 21,703,000 
Farm Credit Corporation .........++seeeseeees 21,012,000 
Canadian National Railways .........--.ss++e: 11,991,000 
The St. Lawrence Seaway Authority .......--- 9,400,000 
Special United States of America securities— 

Columbia River Treaty ........-052- +s: 9,212,000 
Veterans: Wand Act LOamS leat cauciteti i to) scererocis 9,075,000 
Export Credits Insurance Corporation. Wccaa.>s 6,782,000 
Loans to national governments .......+++.s+ee> 6,451,000 
Polymer Corporation Limited ........+.+++++++- 4,500,000 
National Harbours Board ...........-ceeeeeees 4,150,000 
National Capital Commission ........++e+seees 3,254,000 
Canadian Overseas Telecommunication 

COMmOratiGn ..e¢.aavn- eno eeen Ven ecm esate 2,686,000 
Northern Canada Power Commission .........- 2,238,000 
Eldorado Mining and Refining Limited ........ 1,500,000 
Securities Investment Account ..........-+-.++. 1,330,000 
Canadian Broadcasting Corporation .........+++ 1,009,000 
Other loans and “investments @... tee. .s---- 8,179,000 

$ 438,254,000 


1963-64 


$ 116,386,000 


85,525,000 
62,594,000 
13,702,000 
10,869,000 
13,018,000 

2,568,000 


7,373,000 
1,061,000 
26,301,000 
3,500,000 
3,475,000 
2,319,000 


2,586,000 
1,648,000 
2,000,000 
4,059,000 


7,429,000 


$ 366,413,000 
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The amounts shown for revenue from investment in the Bank of Canada represent 
annual profits earned by the Bank and paid to the Receiver General as required by 
section 28 of the Bank of Canada 1 LO hee 


Revenue from Central Mortgage and Housing Corporation for 1965-66 comprised 
$102,590,000 ($89,711,000 in 1964-65) of interest on advances under section 22 of the 
Central Mortgage and Housing Corporation Act, R.S., ¢.46, and $5,253,000 ($3,638,000 in 
1964-65) representing the profit for the year ended December 31, 1965 which was trans- 
ferred to the Receiver General as required by section 30 of the Act. 


The amounts shown for revenue from the Exchange Fund Account represent earnings 
on investments of the Account. Such earnings are paid into the Consolidated Revenue 
Fund in accordance with the requirement of section 24 of the Currency, Mint and 
Exchange Fund Act, R.S., ¢.315. 


Interest at the weekly average accepted treasury bill tender rate for the three months 
treasury bills, less 10%, is earned on deposits with chartered banks in excess of an agere- 
gate of $100 million. 


Revenue from The St. Lawrence Seaway Authority comprised $9,400,000 received 
on account of interest deferred in the years 1962 and 1963. Current interest in the sum 
of $15,820,000, not being received in cash, was credited to Deferred Credits. 


Revenue of $9,212,000 from special United States of America securities represents 
interest for the year ended November 1, 1965 at 4% to 47% on an investment of $219.5 
million in medium-term non-marketable securities acquired on September 16, 1964. The 
increase of $8 million over the previous year results from the securities having been held 
for the full twelve months. 


| The diminution in earnings of $5.2 million in the Securities Investment Account 
was due to the smaller government investment in securities held for this Account 
_ throughout the year. 


45. Net postal revenue. The following table shows the gross postal revenue, disburse- 
_Ments therefrom, and the resulting net postal revenue for the past three years: 


1965-66 1964-65 1963-64 
iotoes postelifevente 4... 1... .\.. heli od. $ 275,994,000 $ 263,704,000 $ 235,808,000 
Disbursements— 
Remuneration of postmasters and staffs at 
certain classes of smaller post offices ....... 33,593,000 28,828,000 29,936,000 
i ay den ae En at a re 4,919,000 4,440,000 5,155,000 
38,512,000 33,268,000 35,091,000 
Be Postal TeveMUe: 0. .7..sen.veccccece. es. $ 237,482,000 $ 230,436,000 $ 200,717,000 


The amounts shown for “Other” disbursements mainly comprise charges on parcels 
‘Mailed in Canada for delivery in foreign countries and transit charges on Canadian mail 
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forwarded through foreign countries, together with compensation paid to messengers for 
special delivery of letters and parcels. 


46. Other non-tax revenues. An analysis of the amount shown in the table in para- 
graph 40 for “Other non-tax revenues” for 1965-66, with comparable figures for the two 
previous years, 1s given in the following table: 


1965-66 1964-65 1963-64 
Services and service FORS a cpaeGah: pee es ¢ 63,148,000 $ 60,924,000 $ 51,321,000 
Proceeds JTOM SALES canes sisson Cte 22,935,000 24,250,000 28,445,000 
Privileges, licences and permits .....e.eseeeress 38,966,000 30,825,000 27,172,000 
Refunds of previous years’ expenditure ....---- 18,919,000 20,546,000 26,839,000 
Bullion and coinage ...--0-rsseeceneeseseters® 11,217,000 12,299,000 9,717,000 
Niscellaneous sedeciaesmrersr won soem en” ote 14,579,000 11,560,000 9,048,000 


$ 169,764,000  $ 160,404,000 $ 152,542,000 


——  ——————d 
a 
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Comments on Expenditure and Revenue Transactions 


47. Reference has already been made to the statutory responsibility of the Auditor 
General, under section 70 of the Financial Administration Act, to call attention to specific 
classes of transactions observed during his examinations and to any other case that he 
considers should be brought to the notice of the House of Commons. 


Pursuant to this direction, the following matters relating to the expenditure and 
revenue transactions examined during the year are brought to the attention of the House 
in this Report. Several matters of a similar nature relative to Crown corporations are 
also included. 


48. Governor General’s special warrants. Section 28 of the Financial Administration 
Act provides for urgent expenditures, not otherwise provided for, while Parliament is 
not in session. The text is: 


28. (1) Where a payment is urgently required for the public good when Parliament is not in session 
and there is no other appropriation pursuant to which the payment may be made, the Governor in 


report of the appropriate Minister that the payment is urgently required for the public good, may 
by order direct the preparation of a special warrant to be signed by the Governor General authorizing 
the payment to be made out of the Consolidated Revenue Fund. 


(2) A special warrant issued pursuant to this section shall for the purposes of this Act be deemed 
to be an appropriation for the fiscal year in which the warrant is issued. 


(3) Every warrant issued under this section shall be published in the Canada Gazette within thirty 
days after it is issued, and a statement showing all warrants issued under this section and the amounts 
thereof shall be laid by the Minister before the House of Commons within fifteen days after the 
commencement of the next ensuing session of Parliament. 


(4) Where a special warrant has been issued pursuant to this section, the amounts appropriated 
thereby shall be deemed to be included in and not to be in addition to the amounts appropriated by 
the Act of Parliament enacted next thereafter for granting to Her Majesty sums of money to defray 
expenses of the public service for a fiscal year. 


(5) For the purposes of this section, Parliament shall be deemed to be not in session when it is 
under adjournment sine die or to a day more than two weeks after the day the Governor in Council 
made the order directing the preparation of the special warrant. 


The dissolution of Parliament on September 8, 1965 before full supply for the year 
1965-66 had been granted, necessitated recourse to Governor General’s special warrants 
to provide the funds for carrying on government services until the new Parliament was 
assembled on January 18, 1966. A total of $920,591,867 was provided by five special 
warrants as follows: 

(a) one for $163,176,450 on November 1, 1965 providing for expenditures during Novem- 

ber 1965; 
(b) one for $345 696,168 on November 29, 1965 providing for expenditures during 1965-66; 
(c) one for $399,294,249 on December 29, 1965 providing for expenditures during 1965-66; 


(d) one for $12,000,000 on January 7, 1966 which provided funds for the “International 
Food Aid Program, including commodity contributions to the United Nations Relief 
and Works Agency for Palestine Refugees in the Near East and to the World Food 
Program”; and 


) 
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(e) one for $425,000 on January 17, 1966 which provided the funds for “Family Assistance 
under such terms and conditions as may be approved by the Treasury Board, in 
respect of children of immigrants and settlers” and “General Administration and Dis- 
trict Offices” of the Department of National Revenue—Taxation Division. 


The amounts included in these special warrants were subsequently included in the 
amounts authorized by Appropriation Act No. 1, 1966, 1966-67, c. 1, assented to on 
February 8, 1966. 


When the 1965-66 special warrants were being prepared the departments were 
instructed by the Treasury Board that each vote and class of payments required special 
consideration in the light of section 28 of the Financial Administration Act. The Treasury 
Board also advised the departments to review and take into account the particular audit 
comments contained in the Auditor General’s Reports for 1962-63 and 1963-64. These 
general instructions were supplemented by specific guidelines for determining (a) the 
items which might properly be provided for by special warrant and (b) the appropriate 
amount to be provided in each special warrant for each acceptable item. 


In the Audit Office view these guidelines were not always followed in the preparation 
of the special warrants and a number of the items provided for did not meet the test of 
being “urgently required for the public good” as required by section 28 of the Act. 


Furthermore, payments under the special warrants continued to be made after 
Parliament assembled on January 18, 1966 until Appropriation Act No. 1, 1966 was 
assented to on February 8, 1966. Payments made during this period cannot be said to be 
“urgently required for the public good when Parliament is not in session...” 


Examples are as follows: 


1. Two of the five special warrants included an item “Subject to the approval of the 
Treasury Board, ... to supplement the paylist provisions of other votes. . .”, Obviously 
payment of the amounts was not urgently required when the special warrants were 
issued, and the Governor in Council in effect delegated to the Treasury Board his 
authority under section 28 of the Act although there is no provision for such delegation. 


2. Three of the special warrants included contributions or grants which require prior 
specific approval of Parliament: 


(i) the special warrant dated November 29, 1965 included funds for a special voluntary contribution 
to the United Nations, in the amount of $3,923,000 ; 


(ii) the two special warrants dated November 29, 1965 and December 29, 1965 included a total of 
$2,750,000 for “contributions to Ontario and Quebec of one-half of the aggregate of amounts paid 
by each such province in assisting eligible livestock producers who were affected by adverse weather 
conditions, to obtain feed during the period May 16, 1965 to May 31, 1966”. The only payment 
made was $190,000 to the Province of Ontario on January 13, 1966; 


(iii) the special warrant dated December 29, 1965 included an amount of $500,000 for “contributions to 
British Columbia of one-half of the aggregate of amounts paid by the Province to or in respect of 
eligible tree fruit and grape producers as a result of vine, fruit tree and crop losses incurred by 
such producers during the period December 1, 1964 to November 30, 1965 and a contribution to the 
Province in respect of the administrative expenses incurred in making such payments to producers’ ; 


(iv) an amount of $1,000,000 was provided in the special warrant dated November 29, 1965 for “payments 
to eligible producers in Lake St. John and Abitibi-Temiskaming Regions of Quebec, in respect of 
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the aggregate loss of agricultural income suffered by all producers in each such region during the 
period July 1, 1964 to June 30, 1965, in accordance with terms and conditions prescribed by the 
Minister of Agriculture”. No payments were made under this portion of the special warrant; and 


(v) the special warrant dated January 7, 1966 provided $12,000,000 to the Department of External 
Affairs for the “International Food Aid Program, including commodity contributions to the United 
Nations Relief and Works Agency for Palestine Refugees in the Near East and to the World Food 
Program”. Payments aggregating $830,609 were made on January 27 and February 1, 1966, both 
days on which Parliament was sitting. 


3. The special warrants dated November 29, 1965 and December 29, 1965 provided a total 
of $4,100,000 for advances to Atomic Energy of Canada Limited “to finance the con- 
struction of the Douglas Point generating station; to share in the construction of the 
Pickering generating station under agreement between the Federal Government, the 
Province of Ontario and the Hydro Electric Power Commission of Ontario; to finance 
the construction of an engineering design office at Sheridan Park; to finance the 
construction of housing and other works near the Whiteshell Nuclear Research 
Establishment’. 

No advances were required because interim supply had provided $7,094,500 of 
which $394,500 remained unspent at February 28, 1966. 


4. A total of $48,000 was provided by the three special warrants dated November 1, 1965, 
November 29, 1965 and December 29, 1965 for administrative expenses of the Municipal 
Development and Loan Board. 


Up to February 28, 1966 none of this money had been required by the Board. 


5. The special warrant dated December 29, 1965 included $1,350,000 for the Government 
contributions as employer under the Canada Pension Plan and the Quebec Pension 
Plan, and $1,350,000 for “special accountable advances to or in respect of persons 
who are employed in the public service...” relative to their contributions to the Canada 
Pension Plan and the Quebee Pension Plan. 

These sums were not utilized until February 17, 1966 and February 25, 1966, 
respectively, both days on which Parliament was sitting. 


Following the use of Governor General’s special warrants in 1962-63, the Public 

Accounts Committee recommended in its Fourth Report 1964 that a study be made of 

_ the procedures surrounding their use (see Appendix 1, item 8). In commenting on this 

_ Tecommendation the Minister of Finance advised the Chairman of the Public Accounts 
Committee on March 4, 1965 as follows: 


...the Secretary of the Treasury Board undertook to consider the desirability of enlarging on the 
special Governor General’s warrant provisions in the Financial Administration Act (in particular 
section 28) in order to clarify its application to situations arising when Parliament is dissolved without 
having appropriated the necessary expenses of the Public Service. Suggestions have been discussed for 
changes in this section of the Financial Administration Act, and these are now being studied. Should 
the Government decide that an amendment to the Act is desirable, it will present its proposals to 


Parliament in the usual way. 

The Public Accounts Committee has not yet examined paragraph 45 of our 1964 
Report in which we commented on Governor General’s special warrants used during 
_ the months of April and May 1963, citing three items from these two warrants which 
did not meet the test of being “urgently required for the public good”. 
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49. Revised vote pattern. In its Third Report 1963 the Public Accounts Committee 


recommended 


Adoption of the revised vote pattern proposed by the Treasury Board for introduction 
into the Main Estimates 1964-65 subject to certain improvements suggested by the 
Auditor General to the Committee. 


The vote pattern actually adopted for the 1964-65 Estimates differed in certain 
instances from the pattern which had been considered by the Public Accounts Committee 


e 


and details of the more important variations were given in paragraph 51 of our 1965 
Report together with examples of transfers of funds between services which would not 
have been possible under the previous vote pattern. Similar transfers were made in 


1965-66. 
The following additional changes in the vote pattern were introduced in the 1965-66 


Estimates: 

1. The vote pattern considered by the Public Accounts Committee in 1963 included 
separate votes for Construction and for Operation and Maintenance for each of the 
three Services of the Department of National Defence. In the 1964-65 Estimates there 
was only one vote for each Service which provided for both Construction and Opera- 
tion and Maintenance. As pointed out in last year’s Report this permitted transfers 
by the Treasury Board of substantial amounts between the Operation and Maintenance 
allotments and the Construction allotments in the three Services votes for the purpose 
of utilizing available funds in these allotments. 

A further amalgamation took place in the 1965-66 Estimates when one vote only 
was provided for both Construction and Operation and Maintenance for all three 
Services. The explanation for this further amalgamation of votes given in Treasury 
Board Minute T.B. 634728 of December 31, 1964 is as follows: 


The Board agreed to the amalgamation into one vote for 1965-66 of the cash requirements in 
the amount of $1,382,244,000 for the three armed services in the interests of facilitating the process 
of integration and providing maximum flexibility in the use of 1965-66 cash, subject, however, to the 
following conditions: 

(a) that transfers of cash between the capital and operating primaries will be made only with the 

Board’s specific approval in each case; and 
(b) that no assurance is given that the single vote will be continued beyond 1965-66 in view of 

current plans for implementing a system of program budgeting for all departments. 


In addition to a transfer of $9,180,000 from the Air Force Construction allotment 
to the Air Force Operation and Maintenance allotment which was made possible by 
the amalgamation of the Construction and Operation and Maintenance votes introduced 
in the previous year, the further amalgamation in 1965-66 of the separate votes for 
the three Services permitted the transfer of: 

(1) $18,420,000 from the Air Force Construction allotment to the Army allotment for Operation 
and Maintenance. 

(2) $ 1,530,000 from the Navy Operation and Maintenance allotment to the Army allotment for 
Operation and Maintenance, and 

(3) $ 1,060,000 from the Navy Construction allotment to the Army Construction allotment. 


2. The vote pattern recommended by the Public Accounts Committee in 1963 included 
for the Air Services of the Department of Transport four Administration, Operation and 
Maintenance votes, one each for General Administration, Civil Aviation, Telecommu 
nications and Meteorological services. In the 1965-66 Estimates these four appropriations 
were amalgamated. 
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Similarly three former Construction votes for Civil Aviation, Telecommunications 
and Meteorological services were amalgamated. 


Previously there had been a separate vote for “Payments to the Canadian National 
Railway Company of the difference between revenues and expenses in the operation and 
maintenance of telecommunication facilities. . .”. In 1965-66 this was combined with 
the vote for “Civil Aviation—Contributions to assist...local airports, payments to... 
International Agencies and other grants for development of civil aviation”. 


3. For many years an appropriation has been provided to the Department of Finance to 
meet “Miscellaneous minor or unforeseen expenses” subject to the approval of the 
Treasury Board. Similarly another appropriation has been provided “To supplement 
other votes, subject to the approval of the Treasury Board, for the payment of salaries, 
wages and other paylist charges”. In 1963-64 a supplementary appropriation was 
provided “to supplement. ..the estimates of other departments in order to provide for 
an accelerated construction and repair program”, 


The revised vote pattern, studied by the Public Accounts Committee in 1963, 
included a vote for “Contingencies—To supplement the paylist provisions of other votes; 
for miscellaneous expenses not otherwise provided for...and for unforeseen expenses 
generally...” 


The text used in the 1964-65 Main Estimates for Department of Finance Vote 15 
was as follows: 


Vote 15—Contingencies—Subject to the approval of the Treasury Board, (a) to supplement the 
paylist provisions of other votes; (b) for miscellaneous minor or unforeseen expenses; and (c) for 
awards under the Public Servants Inventions Act; including authority to re-use any sums repaid to 
this appropriation from other appropriations. 


Supplementary Estimates (B) extended the purposes of the vote: 


Vote 15b—Contingencies—To extend the purposes of Vote 15 of the Main Estimates to sup- 
plement, in such amounts and in accordance with such terms and conditions as the Treasury Board 
may prescribe, the Estimates of other departments in order to provide for an accelerated construc- 
tion and repair program and to providers uitherfamountyof sen iiik . a0, ale $5,000,000. 


The text of Vote 15 was the same in the 1965-66 Main Estimates which provided an 
amount of $6 million. This was increased $35 million by Supplementary Estimates (B), 
$25 million by Supplementary Estimates (D), and $5 million by Supplementary Estimates 
(E), bringing the total appropriated for Vote 15 to $71 million. 


The text of Vote 15d which provided an additional $25 million in Supplementary 
Estimates (D) was as follows: 

Vote 15d—Contingencies—To extend the purposes of Finance Vote 15 of the Main Estimates 

for 1965-66 to supplement, in such amounts and in accordance with such terms and conditions as 

the Treasury Board may prescribe, the 1965-66 and 1966-67 Estimates of other departments in 


order to provide for a winter construction and repair program and to provide a further amount 
ee trey Me ee ee Oe Oe oe aT aN POP SS tree dei ate ed $25,000,000. 


The supplementary information given to Parliament in Supplementary Estimates (D) 
indicated that of the $25 million requested, $20 million was to supplement other votes, sub- 
ject to the approval of the Treasury Board, for the payment of salaries, wages and other 
paylist charges and $5 million was to supplement the 1965-66 and 1966-67 estimates of 
other departments in order to provide for a winter construction and repair program. 


At the close of the year, $4,339,000 was still available in Vote 15 and it is this 
amount that has been regarded as available to supplement the 1966-67 estimates of other 
departments in order to provide for a winter construction and repair program although the 
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amount unused in the $5 million allotment for the winter construction and repair program 
was only $3,215,000. 
It should be noted that in 1966-67 the text of this vote was changed to read: 


Vote 15—Contingencies—To supplement other votes and to provide for miscellaneous minor 
and unforeseen expenses not otherwise provided for including awards under the Public Servants 
Inventions Act, subject to the approval of the Treasury Board, and authority to re-use any sums 
repaid to this appropriation from other appropriations. 


In recent years there has been a tendency by means of special wording of vote texts 
to set aside the provisions of section 35 of the Financial Administration Act under which 
funds remaining unexpended at the end of the fiscal year lapsed. In paragraph 11 of 
this Report there appears a listing of amounts aggregating $88.8 million (including the 
$4,339,000 referred to above) in six votes which did not lapse but remained available 
for expenditure in 1966-67. This is the largest amount ever treated in this way, being 
more than double the comparable amount in the previous year. 


50. Recording of commitments. Subsection (1) of section 30 of the Financial Ad- 
ministration Act provides that no contract involving the payment of any money shall be 
entered into or have any force or effect unless the Comptroller of the Treasury certifies 
that there is a sufficient unencumbered balance available out of an appropriation or out 
of an item included in estimates before the House of Commons to discharge any com- 
mitments under such contract. 


In the event of an accident or other emergency an exception is provided in subsection 
(4) of section 30 which reads: 


30. (4) Where the Comptroller is satisfied that an agreement was entered into in order 
to defray an immediate expenditure that, through accident to public property or other 
emergency, was necessary to protect such property or to provide for such emergency, he 
may issue his certificate accordingly and thereupon the agreement is exempt from the 
operation of subsection (1) from the time the agreement was entered into. 


Since 1957 the Government has encouraged various departments to carry out “winter 
works” projects in order to alleviate unemployment during each winter season. In 
November 1961 the Comptroller of the Treasury was unable to certify that funds were 
available to meet commitments under contracts proposed for “winter works” projects 
because there was no appropriation available at the time nor was there an item included 
in estimates before the House of Commons (see 1962 Report). 


In order to avoid having the program held up the Treasury Board directed the 
Comptroller of the Treasury as follows: 

To avoid any delay in the implementation of this emergency program, the Board would 

like you to record commitments on a provisional basis until such time as the additional 

provision is appropriated. 

A similar situation existed in December 1965 and under date of December 22 the 
Treasury Board gave the same direction to the Comptroller of the Treasury. 


Inasmuch as federal winter works programs have been established in each of the 
last nine years, such programs can hardly be considered as being required to meet an 
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emergency so far as forward estimating is concerned. Therefore entering into “winter 
works” contracts under the circumstances described above is contrary to the provisions 
of section 30 of the Financial Administration Act. 


51. Prairie Farm Emergency Fund. This Fund operates as a special account within 
the Consolidated Revenue Fund to record transactions under the Prairie Farm Assistance 
Act, R.S., ¢. 213. Under the Act a levy of 1% is imposed on the price of grain purchased by 
licensees under the Canada Grain Act, RS., ¢. 25, and the moneys collected are credited 
to the account. Awards are made to eligible farmers in areas affected by crop failure in the 
provinces of Manitoba, Saskatchewan and Alberta and the Peace River District of British 
Columbia. During the year collections amounted to $10,338,000 and awards to $7,043,000, 
resulting in a surplus of $3,295,000 compared with deficits of $367,000 in 1965 and 
$1,073,000 in 1964. 


In previous Reports we have noted a number of items that we considered unsatis- 
factory in the administration of the Act and the Public Accounts Committee requested 
the Auditor General to keep the matters before the House and the Committee. Previous 
recommendations were that: 


(1) the Board of Review, established under the Act to decide questions concerning eligibility 
for awards and other relevant matters, be required to keep minutes which would 
disclose its policy and reasons for its decisions; 

(2) the permanent staff of the Prairie Farm Assistance Administration be placed under 
the Civil Service Commission ; 

(3) eligibility for awards of all marginal land on which crop failures continuously occur 
from year to year be eliminated ; 

(4) no awards be paid to a farmer occupying part of a section of land if the average yield 
of wheat of the relative part of the section is 12 bushels or more per acre. (Under 
present rules, a farmer occupying part of a section of land is entitled to an award even 
though the yield of his land exceeds 12 bushels per acre if the other occupant of this 
particular section has a yield low enough to bring the average yield for the section 
below 12 bushels per acre) ; 

section 7 of the Act which requires every award to be made in the month of December 

be repealed; 

(6) all farmers in an area affected by crop failure be required to complete cultivated acreage 
reports when a municipality makes an application for assistance. (The present system 
of processing cultivated acreage reports through the employment of a large number 
of inspectors is expensive and does not ensure accuracy) ; and 

(7) as a condition precedent to a farmer having a right to receive an award, he be required 
to set forth in his permit book, at the time he receives it, a statement of grain on his 
farm. (New permit books are issued to farmers in July of each year before the com- 
mencement of harvest. If a farmer disclosed the amount of grain he had in storage on the 
farm at the time he received his new permit book, then the number of bushels that 
were subsequently harvested could be determined). 


(5 


. 


In its Seventh Report 1966, the Public Accounts Committee stated that it is important 
that these matters be rectified and recommended that appropriate legislation be intro- 
duced as soon as possible (see Appendix 1, item 43). 
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We have recently been ‘informed that the Board of Review intends to keep minutes 


in future. 


52. Improper charge to 1965-66 appropriation. The Department of Agriculture 
proposes to consolidate certain of its research activities in the Province of Quebec at 
Laval University in a building to be erected on the University campus. By Order in 
Council P.C. 1966-2/104 of January 19, 1966 approval was given for the purchase of 
the site for $184,680. 


The closing of the transaction was delayed while certain special conditions to be 
incorporated in the deed of sale were resolved and, in fact, title to the land has not yet been 
obtained. The cheque in settlement of the purchase price had been forwarded to the 
Department of Justice on March 31, 1966 but, under the circumstances, it was not a 
proper charge to the 1965-66 appropriation. 


53. Cost of unused plans for grain elevator extension, Prince Rupert, B.C. A con- 
sulting engineering firm estimated in January 1965 that a proposed million bushel 
capacity extension to the Prince Rupert Elevator would cost $1,415,000. On February 
26, 1965 the Treasury Board authorized entry by the Board of Grain Commissioners into 
a contract with this firm for the preparation of detailed plans and specifications and for 
supervision of the construction of the extension for a fee of up to $85,000. The agreement 
with the consulting engineers was signed on September 21, 1965. 


Plans and specifications were prepared and bids were called for the construction 
contract. The lowest tender submitted was for $2,965,000 and, as a result of the large 
variation of $1,550,000 from the original estimate, the Treasury Board denied approval 
to the Board of Grain Commissioners to enter into the proposed contract. 


The original estimate had been based on costs of similar construction elsewhere in 
Canada and failed to take into consideration the higher labour rates, special labour condi- 
tions and other factors that would be involved in the construction of the elevator ex- 
tension in the Prince Rupert area. Additional labour costs account for $1,140,000 of the 
discrepancy. The balance of the difference was due to higher costs of concrete and fill 
material in the Prince Rupert area and general escalation of prices. 


The agreement with the consultants provided for fees to be paid on the basis of 2/5 
of 6% of approved estimated cost after completion of preliminary plans, budget estimates 
and tender documents plus the net cost of approved services of others engaged on the 
project. The balance of 3/5 of 67% was to be paid in progressive stages following tender 
acceptance and during the active stages of construction. As no tender was accepted, the 
fees, according to the agreement, should have been $38,126. 


The consulting engineers submitted a claim for $77,479 based on the Department of 
Public Works standard form of agreement which makes provision for settlement on 4 
quantum meruit basis in the event of contract termination. Notwithstanding that no 
such provision was included in this particular agreement the claim was accepted. 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 25 


Approval for construction had not been granted by the Treasury Board up to 
October 31, 1966, although planning in the Department of Agriculture to reduce the 
project’s overall cost indicates that the project may have been only temporarily post- 


of loans from the Government of Canada. Loans outstanding at March 31, 1965 amounted 
to $14,250,000 of which $712,000 was repaid in 1965-66. Additional loans amounting to 


$13,167,000 were provided in 1965-66 bringing to $26,705,000 the amount outstanding 
at the end of that year. 


These loans are repayable by the Corporation in equal annual instalments over 
20 years at interest rates varying from 54% to 53% per annum and are included as 
an asset in the item “Loans to, and investments in, Crown corporations” on the Statement 
of Assets and Liabilities of Canada (see paragraph 155). The interest on these loans 
must be paid, and the loans must eventually be repaid, with funds provided by parlia- 
mentary appropriations. The procedure being followed violates a long-standing principle 
of the Department of Finance that assets which are non-interest or non-revenue pro- 
ducing be charged to expenditure at the time of acquisition or construction. The Public 
Accounts Committee in its Seventh Report 1966 expressed the opinion that expendi- 


daragraph 172 of this Report. 


The wording of Canadian Broadcasting Corporation Vote 1, in respect of the net 
perating requirements of the Corporation for 1965-66, did not disclose that $712,000 
vas included for repayment of these loans and that $1,009,000 had also been included 
or interest charges. The estimates that have been submitted to Parliament in respect 
f the operating requirements of the Corporation for 1966-67 likewise do not disclose 
he amounts required for repayment of loans and interest charges. Receipt of the interest 
y the Department of Finance is recorded under the heading “Non-tax revenues— 
eturn on investments”. This has the effect of increasing the recorded amount of both 
venues and expenditures of Canada in violation of generally accepted accounting 
“inciples. Although the Deputy Minister of Finance has undertaken to review the 
‘counting treatment with the Auditor General no action has yet been taken, 


55. Salaries and wages paid for work not performed. In our 1965 Report (para- 
aph 56) reference was made to a special study of the payrolls of the Canadian 
loadcasting Corporation which indicated that payments amounting to approximately 
50,000 had been made to employees for scheduled hours during daily or weekly tours 
‘duty which were in excess of the actual hours of attendance. 
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The payments were made ‘n accordance with the provisions of the various union 
agreements and the Corporation regards payment of compensation calculated in this 
manner as proper, having regard to the effect of scheduling requirements for its present 
studio facilities, the availability of artists, the exigencies of actuality broadcasts and 
the nature of broadcast program production. 


There has been no change in this situation during the past year, payments having 
continued to be made by the Corporation for work not performed. The practice is 
referred to again in accordance with the request of the Public Accounts Committee 
that particulars of non-productive expenditure of public funds noted in the course of 
our work be brought to the attention of the House. 


56. Financing of the 1967 World Exhibition. Paragraph 194 in the Crown corpora- 
tions section of this Report includes comments on the operations of the Canadian 
Corporation for the 1967 World Exhibition during the past year. 


As explained in that paragraph, the existing legislation provides that grants provided 
by Canada, the Province of Quebec and the City of Montreal must not exceed $20 million, 
$15 million and $5 million respectively, a total of $40 million. The federal contribution 
‘s limited to $20 million under section 11 of the Canadian Corporation for the 1967 
World Exhibition Act, 1962-63, c. 12. 


The present revised overall plan approved by Canada and the Province of Quebec, 
as provided for under section 10 of the Act, shows estimated total costs of $332,846,000 
for the Exhibition, with revenues, salvage and assets remaining estimated at $250,190,000. 
As this latest estimate indicates a net cost or deficit of $82,656,000 at the close of the 
Exhibition, after allowing an estimated $60,508,000 for the value of the assets remaining 
at that time, it follows that the Corporation’s total requirement by way of grants is 
$143,164,000 based on present estimates. 


The total amount of the grants of $40 million provided for by legislation was 
received by the Corporation between March 14, 1963 and August 2, 1965. Since additional 
funds were required, the Corporation made arrangements, pursuant to section 12 of the 
federal Act, to issue securities guaranteed by Canada and Quebec. Department of 
Finance Vote L26b, Appropriation Act No. 2, 1966, 1966-67, c. 3, provided for the pur- 
chase, acquisition, and holding of these securities by the Minister of Finance to the extent 
of $80 million. A further $110 million for the purchase of securities to be issued by the 
Corporation was provided by Department of Finance Vote L30, Appropriation Act No. 9, 
1966, 1966-67, c. 55. 


Up to December 31, 1965, the Government had made loans to the Corporation 
against such securities to a total of $22 million. At March 31, 1966 the amount was $44 
million, and by September 30, 1966 the figure had risen to $95 million. These loans are 
treated by the Department of Finance as assets. 


Because of the limits imposed by the present legislation of Canada and the Province 
of Quebec as to the amount of the grants which may be made to the Corporation, changes 
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will be required in this legislation before the additional substantial grants required can 
be made. In last year 


of the Exhibition will not have the cash resources necessary for repayment of the 
indebtedness. 


with our views and recommended that amendments to the existing legislation be placed 
before Parliament and the Legislature of the Province of Quebec so that the additional 
grants required can be made by the parties concerned, namely Canada, Quebec and 


57. General election expenditure. Expenditure on the general election held on Novem- 
ber 8, 1965 totalled $13,055,000 up to October 31, 1966 compared with the $12,476,000 
cost of the 1963 general election. The net increase of $579,000 is largely attributable 
to the growth of the urban electorate by some 365,400 electors. 


The following financial aspects of the administration of the 1965 general election 
were noted in the audit: 


_ 1. EXxpenprrure anatysis—The 1965 election expenditure by five main classifications 
shows the following comparisons with the 1963 totals: returning officers’ services and 
Office expenses $1,690,400 ($1,650,300), printing $2,403,900 ($2,323,300), preparatory 
work $180,200 ($135,400), enumeration $4,991,400 ($4,759,700), polling station accounts 
$3,358,000 ($3,230,400), and general accounts $431,300 ($377,200). 


2. ADVANCE potts—Under the provisions of the former Canada Elections Act, IS. Cao, 
the privilege of voting at an advance poll was restricted to persons whose occupations 
necessitated absence from their ordinary places of residence on polling day. It was 
also provided that if less than 15 votes were cast at an advance poll, the Chief Electoral 
Officer should delete the name of that place from the authorized schedule of advance 
polls. 

The Canada Elections Act, 1960, c. 39, extended the privilege of voting at an 
advance poll to any elector who has reason to believe that he will be absent from his 
polling division and unable to vote on the ordinary polling day and dropped the 
provision regarding the disestablishment of an advance poll where less than 15 votes 

were cast. 

Less than 15 votes were cast at 371 of the 1,822 advance polls established for 
the 1965 election. No votes were cast at 16 of the advance polls, one vote was cast at 
each of 20 polls and 2 votes were cast at each of 20 polls. 


3. ADVANCES MADE TO ELECTION OFFICERS—Section 60 of the Canada Elections Act specifies 
that fees or allowances for deputy returning officers and poll clerks and rental of polling 
stations shall be paid by special warrants drawn on the Comptroller of the Treasury 
and that all other claims relating to the conduct of an election shall be paid by separate 
cheques issued from the Office of the Comptroller of the Treasury at Ottawa. Although 
the Act does not provide for advances to returning officers, advances aggregating 
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$410,000 were made to all but 28 of the returning officers for the payment of expenses 
in connection with the 1965 general election. 

In June 1958 we suggested to the Chief Electoral Officer and to the Comptroller 
of the Treasury that, until such time as the Canada Elections Act might be amended, 
the claims should be paid by separate cheques issued from the Office of the Comptroller 
of the Treasury at Ottawa, and sent directly to each person entitled to payment as 
stipulated by the Act. 

The provisions of section 60 of the former Act were retained, without material 
change, in the Canada Elections Act, 1960, c. 39, and in April 1962 we again drew 
attention to the lack of authority for advances to election officers. 

The Chief Electoral Officer, in his report to the Speaker of the House of Commons 
on the 1962 general election, recommended that the Canada Elections Act be amended 
to provide authority for the payment of an accountable advance to an election officer, 
limited to an amount deemed necessary to defray such office and other incidental 
expenses as may be approved under the tariff of fees, costs, allowances and expenses. 

In its Eighth Report 1964 the Public Accounts Committee recorded its support of 
the recommendation by the Chief Electoral Officer and expressed the hope that the 
amendment would be considered by Parliament at an early date (see Appendix 1, 
item 28). 

There has been no amendment to the existing legislation since it was enacted in 
1960. 


4. CANDIDATES’ DEPOsITS—A returning officer substituted his $800 uncertified personal 
cheque for the deposits of four candidates. This cheque, received by the Comptroller of 
the Treasury on November 8, 1965, was returned on December 28, 1965 marked “not 
sufficient funds”. In the meantime the returning officer had been paid $1,950 for 
election expenses. The $800 was subsequently recovered but the incident indicates a 
need for revision in the Chief Electoral Officer’s instructions concerning the handling 
of candidates’ deposits. These now direct a returning officer to substitute his personal 
certified cheque for deposits received in cash. We would recommend that returning 
officers be required to obtain bank drafts payable to the Receiver General for all 
deposits received in cash. . 


58. Payment of additional remuneration to employees. Section 14 of the Civil Service 
Act, 1960-61, c. 57, provides in part as follows: 


14. (1) Unless authorized by or under this Act or any other Act of Parliament, no paymen 
additional to the remuneration authorized by law shall be made to any employee in respect of an} 
service rendered by him. 

(2) Nothing in this section shall be construed to prohibit 

(a) payment to an employee of remuneration in respect of each of two or more positions, if th 

remuneration in respect of one position is not sufficient to compensate him for his whole tim 
and the total remuneration of the employee does not in the opinion of the Commission excee: 
reasonable remuneration for the duties performed ; 


In the Civil Service Act the term “employee” means a “person employed in the Civ: 
service” as opposed to the wider public service. 


From the following examples it may be seen that payments additional to remuneré 
tion authorized by law may be made with the approval of the Civil Service Commisslo 
and/or the Treasury Board: 


— A person who had been appointed by the Governor in Council to a senior post in tl 
public service was subsequently appointed to a part-time position in the civil service at 
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salary of $4,500 per annum. This person was thus simultaneously in receipt of the salary 
fixed by Parliament for the senior position in the public service plus $4,500 established 
by the Governor in Council as the remuneration of the part-time position in the civil 
service. ‘ 


— Payments totalling $2,100 were made to four senior civil servants as honoraria for sery- 
ices rendered by them to another department. In these cases, the Treasury Board by 
Minute of March 31, 1966 pursuant to sections 68(1) and 74 of the Civil Service Act 
directed that the positions occupied by the four senior civil servants be excluded from the 
operation of subsection (1) of section 14 of the Civil Service Act so that they might 
be eligible to receive payment of the honoraria and that subsection (1) of section 14 
be re-applied immediately thereafter. 


Defence Production Revolving Fund. This Revolving Fund was established under section 
16 of the Defence Production Act, R.S., ¢.62, in an amount not to exceed $100 million 
for the purpose of acquiring, storing, maintaining and transporting stocks of materials 

or defence supplies, and providing working capital loans and advances to persons engaged 

in defence work. The section provides that no amount may be credited to the Revolving 

Fund to reimburse the Fund for any loss sustained except pursuant to an appropriation 
by Parliament for that purpose. However, the Act is silent with respect to the treatment 
of any surplus. 


The Financial Administration Act requires that a surplus in a revolving fund be 
“transferred from the revolving fund as revenue” and, like the Defence Production Act, 
that “no amount may be credited to the revolving fund to meet the deficiency except 
with the authority of Parliament’. These directions with regard to treatment of surpluses 
and deficits seem to us to clearly indicate that Parliament wishes to be made aware of 
losses sustained through the operations of revolving funds and does not intend that any 
such losses be absorbed by a previously accumulated surplus. 


The surplus balances in the Defence Production Revolving Fund at the end of the 
dast two years comprise: 


March 31 
1966 1965 
Interest received under aircraft Beles) contracts: Uy, Su 2h $ 1,564,000 $ 1,111,000 
Interest received on working capital advances .................... 34,000 14,000 
Net profit on strategic material inventory ISNSACHONS . 6.7045 nk 735,000 731,000 


2,333,000 1,856,000 
Less: Warehousing and other expenses relating to inventories still 


OES MOREL Actress 47,000 38,000 
$ 2,286,000 $ 1,818,000 


In the absence of specific provisions in the Defence Production Act with respect 
) the treatment of surplus, departmental officers have taken the view that surplus, 
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whether derived from interest earned or profit on a strategic material inventory that 
has been completely disposed of, should be retained in the Fund as protection against 
possible losses on similar transactions in the future. 


In our opinion the accumulation of revenues against which future losses might be 
charged weakens parhamentary control. If a loss occurs because amounts due the Crown 
under aircraft sales contracts cannot be collected or if a write-off is required because 
some strategic material stockpiled by the Government can only be liquidated below cost 
then Parliament should be informed of, and be given an opportunity to discuss, such 
losses by means of a prompt request for an appropriation to recoup the Revolving Fund. 
The interest earned by a revolving fund represents the income on the funds employed — 
and should be transferred from that fund as budgetary revenues. 


60. Unauthorized use of the Defence Production Revolving Fund. Department On | 
Defence Production Vote 5 provides funds each year for the Defence Industry Moderniza- | 
tion Program under which grants are made to the Canadian defence industry for the 
acquisition of capital equipment to assist it in meeting the technological standards © 
necessary to compete in international markets. 


The expenditure of the funds is the responsibility of the Minister of Defence Produc- 
tion subject to the approval of the Treasury Board. Although the annual appropriation 
imposes no unusual restriction, the policy of the Department is to acquire title to the | 
machinery for which assistance is being given by arranging to ‘purchase’ it from the 
manufacturer being assisted or by having its original purchase made by him acting as an 
agent for the Department. Payment is then made by the Department, 50% of the price 
being charged to the appropriation and 50% to the Defence Production Revolving Fund. 
The Department then ‘sells’ the machinery to the manufacturer being assisted at 50% 
of its cost payable over five years without interest with title passing on payment of the 
final instalment. 


Regardless of the paperwork processed by the Department, the net result is the 
financing of the full cost of the machinery, half of the amount with funds from the 
appropriation and the remaining half by means of a loan from the Revolving Fund. 


From the inception of the Program in July 1964 to March 31, 1966, $5.5 million has 
been made available in this manner to assist the Canadian defence industry, half of 
which has been advanced from the Revolving Fund. 


Section 16(2)(c) of the Defence Production Act, R.S., ¢.62, expressly prohibits the 
making of loans to assist in the acquisition of capital equipment. Consequently, it is the 
view of the Audit Office that the advances from the Defence Production Revolving Fund 
ageregating $2.75 million, have been made without authority. 


61. Department of External Affairs missions abroad. Reference was made last yea 
(paragraph 61) to funds not accounted for in 1961 at one of the embassies visite’ 
by the Audit Office in the course of its test examinations. Two of the three employee 
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believed to have been concerned with the handling of the funds at that time left the 
service shortly afterwards and the Department’s efforts to trace one of them for purposes 
of questioning have been unsuccessful. The two who were questioned have denied that 
they had anything to do with the financial records of the embassy at the time of the 
transactions. The Department has since obtained Treasury Board authority to make 
payment to the transportation company which has denied receiving the funds which 
were recorded as having been paid to it in 1961. 


In November 1964 we suggested to the Department that steps be taken to set up 
a small internal audit staff to make periodic examinations of the financial transactions 
and related administrative procedures at embassies and missions abroad. Such examina- 
tions should include all cash funds kept by representatives of other departments stationed 
at the embassy (see paragraph 82). Although the Department obtained Treasury Board 
approval on April 22, 1966 for establishment of this audit staff, it has not yet commenced 
to function due to unavoidable delay in recruiting qualified personnel, 


In the meantime, the Audit Office undertook to make test examinations at a number 
of posts to the extent this work could be integrated with other assignments so as to keep 
travel overhead to a minimum. During the past year ten diplomatic missions were 
visited and detailed reports containing an outline of the work done, together with our 
comments and suggestions, were provided to the Department. Two suggestions which 
we believe should be implemented without delay are: 

1. Posts abroad are required to submit estimates of proposed expenditure for the ensuing 
year. However, they are not informed as to the extent to which these estimates 
are approved. Neither are they provided with monthly statements of their expenditures. 
In the interest of effective financial control each post should be required to live within 


its budget and should receive monthly statements showing a comparison of its expend- 
itures for the month and for the year to date, with its budget. 


2. With minor exceptions, Canadians at posts abroad are permitted to import certain 
goods free of duties and taxes. Although an abuse of this privilege is serious, the posts 
are not required to maintain records of such purchases. We have recommended that 
complete records should be maintained in this respect and that the exercise of the 
privilege should be supervised at a high level. 


62. Indirect compensation to chartered banks. In previous Reports reference has 
been made to the practice of the Government of maintaining large balances on deposit 
with the chartered banks, receiving interest only on the balances in excess of an aggregate 


“of $100 million. The view was expressed that this constituted indirect compensation to the 


chartered banks for services provided to the Crown and was contrary to section 93(1) 


of the Bank Act, 1953-54, c. 48. 


The Public Accounts Committee in its Fourth Report 1963, Sixth Report 1964 and 
Seventh Report 1966 has expressed the view that, if the banks are to be compensated 


for services provided to the Crown, consideration should be given to the most equitable 


Manner in which this may be done, with statutory sanction being given by means of 
an appropriate amendment to the Bank Act (see Appendix 1, item 21). 


| 


| 
| 
| 
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At the 1966-67 session of Parliament, Bill C-222 entitled “An Act respecting Banks 
and Banking”, was given second reading and referred to the Standing Committee on 
Finance, Trade and Economic Affairs on October 6, 1966. Clause 93 of this Bill reads 
as follows: 

93. (1) The bank shall not make a charge for cashing a cheque or other instrument 
drawn on the Receiver General or on his account in the Bank of Canada or in any other 
bank, or for cashing any other snstrument issued as authority for the payment of money 
out of the Consolidated Revenue Fund, or in respect of any cheque or other instrument 
drawn in favour of the Receiver General, the Government of Canada or any department 
thereof or any public officer in his capacity as such, and tendered for deposit to the credit 
of the Receiver General. 


(2) Nothing in subsection (1) shall be construed to prohibit any arrangement between 
the Government of Canada and the bank concerning interest to be paid on any or all 
deposits of the Government of Canada with the bank. 


(3) The bank shall not, directly or indirectly, charge or receive any sum for the keeping 
of an account unless the charge is made by express agreement between the bank and the 
customer. 


Subclause (2), quoted above, is evidently designed, as was an identical clause in 
a previous Bill commented upon in our 1965 Report (paragraph 62), to permit the 
continuation of the practice of compensating banks indirectly for services provided 
to the Crown, by keeping non-interest-bearing funds (currently an aggregate of $100 
million) on deposit with them. In its Seventh Report 1966 the Committee expressed 
the opinion that the then proposed amendment did not meet the recommendation of 
the Committee and it asked the Department of Finance for explanations on three points: 
(1) why an amount of $100 million should be left on deposit with the chartered banks 
free of interest; 


(2) why, if the Department considers that the chartered banks should be compensated 
for the service provided by them to the Government, it has not recommended that sub- 
section (1) of section 93 of the Bank Act be amended to permit this; and 


(3) what other means of compensating the banks for services rendered were considered 
and why they are being discarded. 


63. Errors in Public Service Superannuation Account pension and contribution calcu- 
lations. Comments under this heading have appeared in our Reports to the House for the 
past five years. The Public Accounts Committee in its Fourth Report 1963 recorded its 
concern over the high incidence of error in the superannuation accounts and in its Sixth 
Report 1964 expressed its further concern that the matter was taking so long to be 
corrected (see Appendix 1, item 18). 


Our test audit during 1965-66 disclosed approximately the same incidence of error 
as in 1964-65. An analysis of the errors indicated that more than half of them had 
been made within the year. 


Last year we reported that the Superannuation Branch had established a special 
review unit to check in detail the files of all contributors between the ages of 55 and 
63 in order to locate any financial discrepancies before the contributors leave the service 
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There were then some 25,000 contributors in this age group and the Branch decided 
to delay checking the files of those over 63 until the respective retirement dates. 


As at November 30, 1966, the special review unit had completed the review of the 
files of all contributors who were in the 59 years to 63 years age group on April 1, 1964. 


We have been recommending since 1959 that the Superannuation Branch, when 
determining annuities to be paid, should verify contributions made in relation to salary 
earned and the documents on file. This procedure would automatically indicate errors 
made at any time during the period of service and reduce the possibility of error 
in calculating the annuity. On June 16, 1966 the Comptroller of the Treasury informed 
the Public Accounts Committee that a procedure would be introduced by July 1 
whereby the Superannuation Branch would ensure that proper Superannuation con- 
tributions had been reserved from salary for the pensionable service credits allowed. 
Accordingly, the Superannuation Branch was directed to effect a final reconciliation, 
at retirement or at the end of 35 years pensionable service, of all contributions required 
with respect to the entire period of pensionable service. 


In its Seventh Report 1966, the Public Accounts Committee recorded its under- 
standing that the immediate introduction of the internal auditing steps outlined to 
the Committee by the Comptroller of the Treasury should eliminate the majority of 
the errors in the pension and contribution calculations. The Committee requested the 
Auditor General to continue to keep it fully informed on this matter. 


' 


Reference has been made in our Reports for the past three years to the lack of 
verification of the correctness of contributions reported to the Central Pay Division 
in respect of employees of various Crown corporations. We were advised in 1964-65 
that action would be taken to correct the situation. Contributors’ accounts in this 
category, which numbered only 4,353 at December 31, 1959, had increased to 8,685 
at December 31, 1965. We have been informed by the Central Pay Division that the 4,353 
_ accounts have been posted, verified and reconciled to December 31, 1959 and 3,728 

accounts have been posted, verified and reconciled to December 31, 1964. Lack of 
Information available only from the respective corporations has delayed the completion 
_ of this project. 


\ 


| 64. Special assistance to fishermen. During the year $1 million was appropriated 
| (Department of Fisheries Votes 15d and 15e) for: 
| Payment, subject to such terms and conditions as the Governor in Council prescribes, of 


assistance to fishermen whose income from fishing in the calendar year 1965 was less than 
their income for fishing in 1964 due to circumstances beyond the control of such fishermen. 


Pursuant to this appropriation the Governor in Council prescribed assistance of up to 

$350 to a married fisherman with dependents and up to $200 to a single man, and in so 
doing reiterated that the intent was to assist fishermen whose income from fishing in 
the calendar year 1965 was less than their 1964 fishing income due to circumstances 
beyond their control. 
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The assistance program was implemented by the Department of Fisheries with the 
co-operation of the Unemployment Insurance Commission. However, the basic require- 
ment that 1965 income be unfavourable in relation to 1964 income was not included 
in the arrangement, the officials being of the opinion that this was impractical. Instead, 
a single man, who qualified as a bona-fide fisherman on the basis of at least five fishing 
“eontribution weeks” during the period March 28, 1965 to December 26, 1965, was 
assured of an income supplement of $200 made up of his entitlement to unemployment 
snsurance benefits, if any, plus the special assistance from the Department. Similarly, 
a fisherman with dependents was assured of $350. 


A weakness in this arrangement was that since the Department made the assistance 
payments on the strength of information provided by the Unemployment Insurance 
Commission, a fisherman was not required to make an individual application for assist- 
ance. In some instances, after receiving special assistance, fishermen qualified for unem- 
ployment insurance benefits with the result that assistance overpayments occurred. 
If they had been required initially to apply for the assistance and to attest that all 
earned unemployment insurance stamps had been reported to the Commission, the 
Department would presumably have avoided making a number of assistance overpay- 
ments and would be in a better position to enforce recovery than is now the case. Known 
overpayments in 1965-66 amounted to $64,000 of which only $32,000 has been recovered. 


Expenditure for the year amounted to $996,778. Further outlays totalling $152,306 
have been made from additional appropriations provided in the 1966-67 fiscal year. 


To the extent that payments were made to fishermen whose income from fishing 
in the calendar year 1965 was not “less than their income for fishing in 1964 due to 
circumstances beyond the control of such fishermen” the money provided by these 
appropriations was expended for a purpose other than that for which it had been 
appropriated by Parliament. 


65. Subsidization of Fishermen’s Indemnity Plan. References were made in our 1964 
Report (paragraph 53) and our 1965 Report (paragraph 66) to the two accounts, the 
Lobster Trap Indemnity Account and the Fishing Vessel Indemnity Account, which are 
maintained in connection with the Fishermen’s Indemnity Plan which was introduced 
in 1953-54. As was pointed out, although the Plan was intended to be self-supporting 
(except for its administrative costs which are met through parliamentary appropriations) 
both accounts have recorded net deficits from their inception. 


The deficits for 1965-66 amounted to $3,335 in the Lobster Trap Indemnity Account 
compared with a deficit of $10,127 in the previous year and $52,665 in the Fishing Vessel 
Indemnity Account compared with a deficit of $70,872 in the previous year. 


The comparatively small deficit in the Lobster Trap Indemnity Account reflects 
the continuation of the trend toward diminishing deficits in this Account but it is 
apparent that this is due largely to the fact that the number of fishermen availing 
themselves of the Lobster Trap Indemnity plan has been decreasing steadily. This is 
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illustrated by the fact that premium revenue which was at an all-time high of $44,000 
in 1961-62 reached an all-time low of $1,671 in 1965-66. 


Two years ago we were informed that the Department of Fisheries was engaged 
in a detailed study to ascertain the extent to which factors other than weather might 
have been operative in causing the all-time high deficit of $168,000 in the Fishing Vessel 
Indemnity Account in 1963-64 and to determine what further changes in the regulations 
are practicable or to what extent the premium rates should be revised. Although the 
study by the Department’s Economics Service was completed more than a year ago, 
it is still being considered by a special policy committee set up by the Minister and 
there have as yet been no further changes in the regulations or premium rates. We 
have been informed, however, that as the study revealed a particularly high loss ratio 
among older vessels, the cost of meeting claims relating to these vessels has been reduced 
by applying higher depreciation rates in the valuation of the vessels for purposes of 
premiums and indemnity payments. 


66. Continued upkeep of facilities by the M aritime Marshland Rehabilitation Admin- 
istration. The Maritime Marshland Rehabilitation Act, R.S., ¢.175, was enacted to 
provide for the reclamation and development of marshlands in the Provinces of New 
Brunswick, Nova Scotia and Prince Edward Island. It provides for the construction and 
-Teconstruction by the Federal Government of dykes, aboiteaux and breakwaters and for 

assistance to the provinces with respect to like works. 


' The Act requires that in advance of work being undertaken in any province, the 
province enter into an agreement with Canada providing among other things for the 
‘province to maintain the works in satisfactory condition. This responsibility, however, 
was to be assumed at such time as the responsible Minister might designate, 


Agreements were entered into by each of the provinces in 1949 and in the intervening 
years to March 31, 1966, $22,106,000 has been expended by the Federal Government on 
‘M.M.R.A. activities, practically all in New Brunswick and Nova Scotia. An analysis of 
this amount, based on the details of expenditure presented annually in the Public 
Accounts, shows that $13,321,000 has been charged to construction of works. A further 
amount of $560,000 was expended on the acquisition of equipment. The balance of 
$8,225,000 involves administration, operation and maintenance costs, the largest individ- 
ual item being $4,673,000 for salaries and wages. 


We believe that the provisions of the Act indicate that Parliament intended that the 
drovinces assume responsibility for the operation and maintenance of the works without 
mndue delay following their completion. Nevertheless in no case up to March 31, 1966 
iad a province been required to do so. This was despite the fact that in 1959 the Treasury 
30ard expressed the view that as most of the smaller projects would be completed by 
961, it would be appropriate to recommend to the provinces that plans be made for 
hem to assume responsibility for the operation and maintenance of the projects. In the 
urrent year arrangements have been made for New Brunswick and Nova Scotia to 
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assume financial responsibility for upkeep but only after a transfer period expiring 
March 31, 1970. 


67. Loss occasioned by cancellation of grain storage commitment. The terms of a 
contract between two large grain companies provided for the purchase and shipment of 
400,000 bushels of feed grain from Fort William to Halifax. Space at the Halifax elevators 
to accommodate this proposed shipment was confirmed by the National Harbours Board 
on August 12, 1964. 

On October 1, 1964, two days before the grain was loaded on board a ship at Fort 
William, the National Harbours Board notified the agent of one of the contracting com- 
panies that the Halifax elevators were filled to capacity and that no storage space was 
available for the incoming shipment. By this date, the grain company was bound to its 
shipping contract and to the shipowner’s schedule of contract dates. As a result, on 
October 3, 1964 the ship was loaded and dispatched with the knowledge that no storage 
facilities were then available at Halifax. 

The ship was diverted to Quebec City where, following a ten-day wait, the grain was 
unloaded into an elevator. The grain was stored in this elevator from October 1964 until 
February 1965 when onward shipment was made by rail. In the meantime, negotiations 
were proceeding between the two companies and government representatives towards 
settlement of claims for extra demurrage and the excess of rail costs over the water costs 
for transportation of the grain from Quebec to its final destination. 


Provision for payment of the claims was made in the 1964-65 Department of 
Forestry Vote 37 but settlements were not reached before the funds lapsed. In 1965-66, 
Department of Forestry Vote 11, “Payment in respect of extra costs resulting from 
unloading the 8.8. Wheat King at Quebec while en route to deliver grain at Halifax”, 
provided an amount of $58,400 and was charged with $43,978 in final settlement of the 
claims. 


68. Forestry research grants in excess of amount fixed by Parliament. Vote 15 of the 
Department of Forestry provided for “Administration, Operation and Maintenance 
including grants as detailed in the Estimates”. Included in the supporting Details was 
provision of $62,900 for “Grants in Aid of Forestry Research”. As grants amounting to 
$66,390 were made, the item was over-expended by $3,490. 


This over-expenditure was accidental, resulting from a breakdown in the controls 
normally applied. Steps have been taken to avoid a recurrence. 


A dollar vote in 1966-67 Supplementary Estimates (C) reads: 


. Vote 16c—To ratify and confirm the payment of grants in aid of forestry researcl 
in the amount of $3,490 during the 1965-66 fiscal year. 


69. Expenses of Canadian Council on Rural Development. Prior to an amendmen 
in April 1966, section 6 of the Agricultural Rehabilitation and Development Act, 1960-61 
c.30, read as follows: 


The Minister may, for the purpose of carrying out the purposes and provisions of thi 
Act, establish such advisory committees as he deems necessary and appoint the member 
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thereof, and the members of such committees are entitled to be paid reasonable travelling 


and living expenses while absent from their ordinary place of residence in the course of 
their duties. 


Under this authority the Canadian Council on Rural Development was established 
late in 1965 and expenses of $9,956 were incurred in respect of meetings and other 
activities of the Council. These expenses were charged to a “project” set up for the 
purpose under Department of Forestry Vote 35 which provided for “Payments in 
respect of projects and programs under the Agricultura] Rehabilitation and Develop- 
ment Act, and payments to Provinces pursuant to agreements entered into under that 
Act”. This was done despite the fact that it is Vote 25 of the Department which provided 
funds for the administration of the Act, and ordinarily an advisory service is regarded 
as an administrative function. Similarly, $100,000 has been budgeted for the Council’s 
expenses in 1966-67, with the same procedure being followed. 


Included in the Council’s expenses of $9,956 was $4,200 for honoraria to members 
at the rate of $50 per day for each day spent in travelling to and from and attending 
Council meetings. As section 6 of the Act, quoted above, provided only for travelling 
and living expenses the honoraria were paid on an ex gratia basis. Although Parliament 
made provision for the payment of remuneration to Council members when the Act 
| Was amended in 1966, this authority was not made retroactive. In our opinion the 
_ payments prior to the amendment required legislative sanction, Executive authority 
being insufficient because an area of government already regulated by legislation was 
involved. 


70. Failure to record revenues accruing to the Crown. The Department of Industry 
Vote 5 provides for financial assistance to sustain technological capability in Canadian 
industry by supporting selected defence development programs on terms and conditions 

- approved by the Treasury Board. 


The agreements with the companies being assisted include a variety of terms and 

conditions covering company contributions to the development programs, profit sharing 

and the disposition of the Crown’s share of the profits derived from the sale of products 
‘developed under the programs. 


In those cases where the agreements provide, with the approval of the Minister, 
for the Crown’s share of the profits to be retained by the company for use on develop- 
‘ment projects, it is fundamental to the preservation of parliamentary control of expendi- 
ture that such profits be recorded by the Department as revenue and that equivalent 
amounts be charged to an appropriation for financial assistance to Canadian industry. 


One of the companies reported that the Crown’s share of its profits to June 30, 
1965 was $46,710 and in December 1965 the Minister approved the use of this amount 
by the company on development projects. Neither the revenue nor the expenditure 
Was recorded by the Department. 


In our opinion the effect of this action was to supplement the Vote by $46,710 
vhich should have been recorded as revenue in the Consolidated Revenue Fund. 
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71. Living allowances to federally-appointed judges. In previous Reports we have 
expressed the opinion that allowances of up to $100 per day paid to judges called upon 


to act on matters outside their normal judicial duties are e 


xcessive as living allowances 


and could be regarded as including an element of remuneration, contrary to the provi- 


sions of the Judges Act, R.S., ¢.159. 


This opinion is shared by the Public Accounts Committee which recommended 


in its Fourth Report 1963 and Fourth Report 1964 that 


the approval of Parliament 


should be obtained for the practice if it 1s continued (see Appendix 1, item (pr 


The situation has not changed materially and in the year 15 federal appointments, 
involving 14 judges, were made at rates of allowances of $50 to $100 per day. 


We understand that the Department of Labour for whom judges have acted 
frequently in labour disputes is now seeking to avoid using their services in departmental 


work as far as it is possible to do so. We also understand 
recently wrote to all chief justices and provincial attorn 


that the Minister of Justice 
eys general informing them 


that it had come to his attention that judges were acting in labour arbitrations and 
conciliations at the request of private employers and trade associations. The Minister 
pointed out that a judge is required by the Judges Act to devote himself exclusively 
to his judicial duties and is prohibited from acting as a commissioner or arbitrator on 


any commission or inquiry without the consent of the 


Governor in Council unless 


appointed by the Governor in Council or Lieutenant-Governor in Council. 


72. Federal losses from bankruptcies. In our 1965 Report (paragraph 69) reference 
was made to recommendations by a commission of inquiry, which had been appointed 
by the Province of Quebec to determine the effect of bankruptcies on the revenue ol 
the Province, for changes in the Bankruptcy Act, R.S., ¢. 14, and in the administration 


of bankruptcy, including the establishment of a “permanent inquiry service” eithei 
under section 3(5) of the Bankruptcy Act which provides that 


The Superintendent may engage such accountants or other persons as he may deen 


advisable to conduct an inspection or investigation. .. 


or under some other legislative provision. We pointed out that no amount had yet bee! 


established to indicate the extent to which federal revenue 
bankruptcy irregularities. 


No attempt has been made to ascertain the shortfall in 


had been lost as a result 0 


federal revenue arising fror 


fraudulent bankruptcies mainly because of the difficulty of determining all the bank 


rupteies in which fraud and dishonesty may have been inv 


olved. However, in the ear! 


part of 1966 a committee was formed under the chairmanship of the Superintendent ¢ 


Bankruptey to review representations that have been made 


from time to time suggestin 


amendments to the Bankruptcy Act, and to recommend amendments designed to improv 


federal legislation in bankruptcy matters. 


The Superintendent of Bankruptcy has been authorized to increase his staff co) 
siderably in order to strengthen the administration of the Act and, particularly, to car" 
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out the additional duties placed on him by the amendments to the Bankruptcy Act 
which were assented to July 11, 1966 (1966-67, ©. 82) "The new duties are related 
primarily to the enforcement of the Act, including both the audit of trustees’ records 
and the investigation of suspected irregularities. 


73. Admiralty courts. Under the authority provided by the Admiralty Act, R.S., Ga. 
nine Admiralty courts were established in Canada to deal with matters coming within 
the jurisdiction of the Exchequer Court of Canada on its Admiralty side. The Act 
provides for the appointment of a registrar for each court. All of the registrars, except 
one, are provincial officers who are compensated for their work either in the form of an 
annual salary of $300 or through the fees provided by the General Rules and Orders 
of the Court. Financial transactions of the courts relate mainly to deposits by litigants, 
interest on deposits, registrars’ fees and payments under the authority of court orders. 


An examination during the year of all of the Admiralty courts disclosed a number 
of weaknesses in administration, including inadequate records, intermingling of federal 
and provincial funds, retention of the interest earnings by some of the registrars, fees 
improperly paid to the provinces, etc. Our report to the Department of Justice pointed 
out the need for more careful definition of the financial arrangements for these courts 
and for the establishment of adequate financial records. These matters are now under 
study by the Accounting Advisory Service of the Comptroller of the Treasury. 


74. Municipal winter works incentive program. Incentive payments by the Federal 
Government from the inception of the first winter works program have amounted to 
$178 million. 


Reference was made in last year’s Report (paragraph 71) to this program under 
which the Federal Government, by agreement with all of the provinces and the Yukon 
and Northwest Territories, has undertaken to pay a percentage of direct labour costs 
incurred on site on accepted winter works projects undertaken by municipalities, Indian 
bands, and unorganized settlements. 


The Report drew attention to a condition of the agreements which requires final 
claims for incentive payments by the Federal Government to be audited by the pro- 
_ Vincial auditor or an auditor designated by him, and to the inadequacy of the audit 
being performed, in compliance with this condition, by or on behalf of some of the 
| provincial auditors. 


We reported also that our test examinations indicated that the effectiveness of the 
_ program in providing benefits to those whom it was designed to assist was somewhat less 
_ than its potential and that there was need for a more specific spelling-out of the terms 
of the agreements to set straight some questionable practices which had developed. 
The following abuses were cited: regular or permanent employees of a municipality 
employed on projects without being replaced at their regular jobs by men drawn from 
the pool of unemployed; contractors’ senior personnel, including the principals of the 
- firms, employed on projects; a tendency to undertake ‘makework’ projects of little value; 
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some municipalities and unorganized settlements assessing each worker a percentage of 
his earnings; overtime worked under circumstances which did not give employment to 
more workers; workers frequently employed on projects without first having been 
referred by the National Employment Service; an instance where the wages paid to 
religious brothers who had worked on a project were claimed; and the wages shown 
on the claim at the rates charged to the municipality by the contractor and not at the 


rates actually paid to the employees. 


Also drawn to attention were instances of fraudulent and irregular practices including 
payment of wages to employees for longer hours than were actually worked, the reporting 
of wages on claims at hourly rates which were more than were actually paid, the inclusion 
of fictitious employees on project payrolls and the inclusion on project payrolls of 
municipal employees who were engaged on other than winter works projects. 


Our examinations in 1965-66 in respect of the 1964-65 program year indicated that 
verification of claims by or on behalf of the provincial auditors was being extended. 
However, one province continues to be reluctant to permit members of the Audit Office 
to examine the records of its municipalities and again no examinations were made. 
Examinations of provincial and municipal records and of reports of provincial auditors 
relating to claims for the 1964-65 program year showed a continuation of substantially 
the same questionable practices as were noted in the preceding year’s examinations. 


For the 1966-67 program year the terms and conditions which have been proposed 
to the premiers of the provinces and which are intended to form the basis of new agree- 
ments have been elaborated upon in order to impose greater restrictions than those of 
prior agreements. These terms and conditions incorporate changes designed to prevent 
any possible misunderstanding of the intent of the program and to curb the questionable 
practices referred to above. Among the new terms are: payments to regular and year- 
round employees of the municipalities may not be included as claimable costs incurred 
on winter works projects; a spelling-out of the types of labour eligible for employment 
including the stipulation, in connection with supervisory staff of contractors, that only 
labour performed in the immediate supervision of the direct labour on the project is 
eligible; “direct payroll costs” shall include only the actual, out-of-pocket outlays of 
municipalities for work performed on site and shall be reduced by any deductions made 
or rebates received from the wages of employees engaged on projects; the emergencies 
under which overtime work is acceptable shall be restricted to those circumstances where 
immediate action is required to save a situation not foreseen; and a clarification of the 
conditions under which an employee who has not been referred by the National Employ- 
ment Service shall be acceptable. 


75. Existence of annuitants. An examination of procedures relating to payments to 
annuitants by the Government Annuities Branch disclosed that, while periodic 
checks are made where the annuity 1s forwarded direct to a bank for deposit to 
the credit of an annuitant’s account or is made payable to a committee, guardian or 
administrator, no attempt is made by the Annuities Branch to establish the existence 
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of an annuitant to whom payment is being made directly. Although the endorsement 
clause on annuity cheques is restrictive in that it specifies that the amount is payable 
only if the payee is alive on the date of issue of the cheque, prohibits payment to an 
executor, administrator or attorney-in-fact, and requires that the endorsement, be that 
of the payee personally, our examination disclosed that the endorsement provisions 
were not always complied with. Moreover, no examination of endorsements was being 
made by the Branch. The procedures thus provide inadequate safeguards against the 
possibility that payments will continue to be made after annuitants are deceased and 
these payments appropriated by others not entitled to them, 


Discussions were held with officers of the Annuities Branch in January 1966 during 
which they undertook to look into the methods that might be used in obtaining the 
necessary life certificates and advise us when their plans were complete. They have since 
advised that a decision has been made to obtain confirmation of the existence of some 
one-third of the annuitants to whom annuities are paid directly and that on the basis 
of the results obtained from this comprehensive test, they would then determine whether 
there is some practical value in this being made a continuing procedure. 


76. Uneconomical mode of transportation. In last year’s Report (paragraph 
73(2)) we noted, with respect to travelling and moving expense claims of servicemen 
involving long distances, that the allowances paid under regulations amended effective 
March 1, 1963 were generally in excess of the allowances the servicemen would have re- 
ceived prior to the amendments, The ob ject of the change had been to simplify the method 
of calculating reimbursement without increasing the expenditures, All-inclusive mileage 
rates were substituted for the previous allowances which had been the equivalent of 

_ hypothetical expenses calculated on the cost of the journeys by public transportation 
facilities. 


We reported that a comprehensive evaluation of the present allowances was being 
undertaken by the Department. However, before this overall study was completed, the 
_ Treasury Board in November 1965 commenced the same general type of survey of the 
- Tegulations covering travel on government business. Because the findings of the Treasury 


- Board will have a bearing on service regulations, the study by the Department of Na- 
| tional Defence has been set aside until such time as the Board announces its decisions. 


| 77. Travel by private motor car on special leave. The regulations provide that when 
an officer or man proceeds to his home on special leave after a period of duty in an 
Operational theatre, he may be reimbursed, at the rates prescribed, the cost of trans- 
portation, accommodation and meals for the portion of the journey actually made in 
Canada or between Canadian points by the most direct route to his home and return to 
his place of duty. Personnel who use their private motor cars are reimbursed on the basis 
Of mileage allowances to cover the cost of accommodation, meals and transportation. 


In our examination of travel claims we noted that on completion of their tour 
of duty in Cyprus members of an Army unit were returned from Nicosia to their head- 
quarters in Esquimalt (Victoria, B.C.) by service aircraft. Stop-overs of the aircraft were 


42 AUDITOR GENERAL’S REPORT 


made en route at Canadian Forces Base Trenton for clearance through Customs and to 
permit the landing of service members proceeding to eastern points on special leave. Not- 
withstanding this opportunity to land and proceed on leave, fourteen members whose 
homes were in Ontario and the Maritimes continued their flight to Victoria and then 
proceeded on special leave by private motor car. Had the members proceeded on leave 
by rail from Trenton, some $4,600 could have been saved. The Department’s explanation 
for this apparently unnecessary travel is that the servicemen concerned wished to pick 
up their automobiles which had been left at Esquimalt when they proceeded overseas. 


When servicemen are permitted to use their personally-owned automobiles, in lieu 
of public transportation facilities, for their own convenience on temporary duty trips, 
special leave, etc., they are allowed to claim reimbursement of their expenses on the 
basis of all-inclusive mileage rates which cover transportation, meals and lodgings. Ac- 
cordingly no receipts or vouchers are required to support reimbursement and difficulties 
arise in determining whether the trips were made in the manner claimed. Cases have 
been observed where there was reason to believe that they were not (see paragraph 66 
of our 1961 Report). We would suggest that the Department require that claims for 
mileage allowances at the all-inclusive rates be supported by a special certificate of an 
officer who has knowledge that the trip was actually undertaken as claimed. Such claims 
would then be more comparable to expense claims which are required to be supported 


by receipted vouchers. 


78. Special benefits to personnel released from Canadian Forces. In recognition of the 
fact that the unexpected termination of a military career, aS a consequence of planned 
reduction in establishments, could result in fnancial hardship, Order in Council P.C. 
1964-684 of May 7, 1964 approved 

An Order governing special benefits for officers and men released or denied re-engagement 

solely by reason of reductions in establishments. 

These special benefits were payable to personnel released during a period of two 
years beginning May 7, 1964, or until a reduction of 10,000 in the strength of the Regular 
Forces as at April 1, 1964 was achieved. This Order was later revoked and replaced by 
Order in Council P.C. 1964-15/1239 of August 138, 1964 which included the same preamble. 
The new Order authorized the inclusion of medical releases in the category of persons who 
were entitled to the benefit. 


Owing to the fact that the strength of combat forces had been reduced by attrition 
more than was anticipated, without the payment of special benefits, and that attrition had 
not taken place to the same extent in the logistic and administrative support areas where 
further reductions were necessary as the reorganization of the forces progressed, it was 
decided to extend the period during which special benefits could be paid beyond Sep- 
tember 1, 1965 when the 10,000 reduction in the strength of the forces had been achieved 
and authority for the payment of special benefits thereby terminated. Accordingly, a0 
amendment authorized by Order in Council P.C. 1966-4/106 of January 19, 1966 removed 
the condition concerning a reduction of 10,000 in the strength of the Regular Forces and 
terminated authority to pay special benefits for releases on medical grounds. 


La) 
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During the two-year period from May 7, 1964 to May 6, 1966, when the plan termi- 
nated, some 3,322 members of the forces received special benefits at an estimated cost of 
$9.8 million. In addition to the special benefits, authority was obtained to 

(1) waive the present provision in the Canadian Forces Superannuation Act which pro- 

vides for a 5% reduction per annum in annuities for servicemen who have less than 
20 years service but more than 10 years service (maximum reduction 30%), and to 
grant payment of a full immediate annuity; and 

(2) pay, notwithstanding the provisions of the Queen’s Regulations and Orders, an unreduced 

gratuity to officers serving for fixed periods of time (short service commissions) who 
are forced to retire early. 


Although it would appear that the intention of the program was to pay benefits to 
personnel released or denied re-engagement solely by reason of reductions in establish- 
ment as evidenced by the introductory paragraph of the Order, 57% of those who re- 
ceived the benefit were released on medical grounds. These releases included two categories 
of personnel: (a) those whose employment was limited or adversely affected by a medical 
disability or condition which would not normally be sufficiently serious to require release 
on medical grounds, and (b) those whose medical condition was such as to require release 
under existing regulations and orders. In our view the payment of the special benefit to 
personnel in this latter category was not in harmony with the purpose of the program. 


A test examination of the files of released personnel who received the special benefit 
disclosed the following questionable payments: 


1. Five members of the Information Branch were paid the special benefit when they de- 
clined transfers to other branches within the same Service. Since alternative employ- 
ment was offered, their release could hardly be considered compulsory. 

2. In 25 cases servicemen who had reached compulsory retirement age while on terminal 
leave were paid special benefits totalling $17,000 for the period from commencement 
of terminal leave to the date their compulsory retirement age was reached. Because 
the date of release was actually subsequent to the compulsory retirement age, it is 
difficult to understand how the release could be considered premature. 

3. Although an amendment to the Order deleted the provision authorizing benefits for 
releases on medical grounds for personnel released after September 1, 1965, 20 instances 
were noted where servicemen were paid special benefits amounting to some $66,000, 
even though their releases on medical grounds were approved after this date. 

4. In 31 cases servicemen received special benefits amounting to $106,000 although they 
had begun their terminal leave preceding release on medical grounds during periods 
of up to 6 months prior to the effective date of the authorizing Order in Council. No 
evidence was produced to support the view that the release of these men was “solely 
by reason of reductions in establishments” or that this was a consideration in 
their release. 


79. Payment of re-engagement bonuses to servicemen entitled to benefits for prema- 
ture release. In the course of implementing reductions in establishments in connection 
with the reorganization of the forces, personnel released or denied re-engagement were 
paid the special benefits referred to in the previous paragraph. 


At about the same time difficulty was encountered in retaining skilled personnel and 
it was deemed expedient to introduce an incentive to encourage personnel to remain in 


| 
| 


44 AUDITOR GENERAL’S REPORT 


the forces. Accordingly, Order in Council P.C. 1966-1/335 of February 22, 1966 authorized 
amendments to the Queen’s Regulations and Orders for the Canadian Forces to provide 
for a re-engagement bonus of $200 for each year of the re-engagement period to personnel 
of the Regular Forces at first and subsequent re-engagements. The Regulation further 
provided that: 
A man who, on the date this article takes effect (February 1, 1966), is serving on a re- 
engagement, is entitled to the benefits of this article for the unexpired period of his re- 
engagement as if that period had commenced on that date, and the provisions of this 
article shall apply accordingly. The bonus payable under this paragraph shall be prorated 
at one-twelfth of $200 for each full month of a part year of the remaining period of the 
re-engagement. 


Under this authority, approximately 463 personnel on strength on February 1, 1966 
and either in receipt of or eligible for the special benefit for premature release, were paid 
re-engagement bonuses for that portion of the re-engagement from the effective date of 
the Regulation to the date of release. 


The departmental view was that “to completely deny the payment of a bonus to men 
-n these circumstances would perhaps be unfair since the decision to release them was a 
departmental decision, and in some cases, for medical reasons. The men presumably 
would have been willing to complete their engagements had they been allowed to do so”. 


In our opinion it is illogical to pay to the same serviceman benefits both for prema- 
ture release and in respect of re-engagement. 


80. Payment of re-engagement bonuses. As mentioned in paragraph 79, Order in 
Council P.C. 1966-1/335 of February 22, 1966 authorized the amending of the Queen’s 
Regulations and Orders for the Canadian Forces to provide, effective February 1, 1966, 
for a re-engagement bonus of $200 for each year of the re-engagement period to personnel 
of the Regular Forces at first and subsequent re-engagements, and an immediate cash 
bonus for all men who had already re-engaged covering the unexpired portion of the 
member’s re-engagement period. 


During the year approximately 64,000 personnel were paid bonuses aggregating 
$22,728,000. It was intended that the incentive for re-engaging and the cash bonus to 
those who had already re-engaged would halt or reverse the trend of service personnel 
requesting release or not re-engaging, and at the same time would provide savings in re- 
duced training costs. We are unable to determine how many were encouraged by the bonus 
to complete their present engagements and to re-engage although we understand it did not 
stem the loss of skilled personnel to the extent expected. Payment of the bonus is to be 
terminated on July 1, 1967. 


81. Pension awards effective at an early age. In our 1965 Report (paragraph 84) 
reference was made to the number of servicemen being retired with immediate annuities 
at an early age, in some instances under 30, and we reported that 391 servicemen aged 40 
and under were retired with immediate annuities aggregating $472,000. 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 45 


During the year, 752 in this category were released with annuities totalling approxi- 
mately $1,020,000 ranging in amounts from $308 to $3,863. The increase of 361 in the 
number of retirements was due largely to the planned reduction in establishments result- 
ing from integration of the Armed Forces, 


The Publie Service Superannuation Act provides for deferred annuities payable at 
age 60 where persons retire prior to the specified minimum retirement age. As previously 
reported, the Department of National Defence had considered the advisability of intro- 
ducing deferred pensions, under the provisions of the Canadian Forces Superannuation 
Act, similar to those available to civilian employees, but its review of the Act was 
deferred following the decision to integrate the forces. The Deputy Minister advised the 
Public Accounts Committee on June 9, 1966 that, while the studies are almost complete, it 
will take considerable time to examine them and to come to conclusions, after which 
decisions will be taken on what changes, if any, would be desirable in the pension arrange- 
ments (see Appendix 1, item 16). 


82. Breach of trust by member of staff of military attaché. Order in Council P.C, 
1965-5/2077 of November 24, 1965 authorized payment of up to $5,000 of personal debts 
incurred by a non-commissioned officer attached to the staff of a military attaché. Investi- 
gation disclosed personal debts of at least $4,671, a shortage of $2,932 in the military 
attaché’s imprest account during the period 1963-1965, and suspicion of trafficking in 
duty-free liquor and cigarettes. Following his recall to Canada, the officer was tried by 
his commanding officer, found guilty on two charges of conduct to the prejudice of good 

_ order and discipline and punished by reduction in rank with deprivation of two good con- 
duct badges. He was compulsorily retired on December 20, 1965 at which time $3,085 was 
recovered from his superannuation and pay account balances. The matter has been refer- 
ted to the Department of Justice which is endeavouring to effect recovery of the balance 
of his indebtedness amounting to $4,518. As a result of this occurrence all imprest accounts 
of military attachés have been withdrawn. 


This case illustrates the importance of the internal audit program recommended for 
the Department of External Affairs (see paragraph 61) providing for test verification of 
imprest and all other funds kept by representatives of other departments stationed at an 
embassy. 


83. Use of departmental vehicles. On November 25, 1954 the Secretary of the 
‘Treasury Board wrote to all departments expressing the Board’s concern over the 
apparent increase in the non-official use of departmental vehicles and emphasizing that 
such use was strictly forbidden. 


While it remains the general policy to forbid non-official use of vehicles, the Treasury 
Board has in special circumstances approved use for private purposes where, for example, 
hospitals, experimental farms, etc., are located in isolated areas and there is no alternative 
means of transportation. In these instances use has been confined to specific purposes 
such as collection of mail, essential shopping, and transportation of children to school 
or to obtain medical attention. 
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In commenting on the use of vehicles in the Department of National Defence, the 
Royal Commission on Government Organization noted an inconsistency between civil 
and military practices and recommended that “a review be made of armed forces policies 
and practices respecting the use of passenger vehicles to the end that there be consistency 
throughout the Public Service”. 


Departmental internal auditors have from time to time noted instances where the 
use of vehicles for recreation purposes appears to conflict with this general policy. 


In Ottawa the Department operates 78 passenger vehicles of various types. The 
annual cost of operating these vehicles is not available but a test examination of their 
use revealed cases at variance with the general policy outlined above, e.g., some senior 
military and civilian officers are driven to and from their residences daily. 


We are informed that a study has been under way since November 1964 with a view 
to eliminating conflicts between present practices and the policy laid down by the 
Treasury Board but no decision has been made. During the year we drew the attention 
of the Department to the fact that this particular study apparently did not include 
consideration of the use of passenger cars and drivers by senior military and civilian 
officers. This has since been the subject of a special study and we understand that the 
number of staff cars allocated for this purpose is to be severely reduced. 


84. Excessive costs of voice tape recorder. In 1961 tenders were invited by the 
Department of Defence Production for the manufacture of three pre-production and 
forty-seven production models of a voice tape recorder. The lowest tender received was 
in the amount of $72,587 for models which would have a substantial foreign content. 


About a month after the original tenders had been opened, a company which had 
submitted a tender in the amount of $105,672 advised the Department that it had 
misunderstood the specifications and having again reviewed them was willing to 
undertake the contract for $73,260, which was $32,412 less than its original tender and 
only $673 more than the lowest tender price. 


The Department considered the explanation given by the tenderer to be a reasonable 
one and, as the voice tape recorders to be produced by this tenderer would have a sub- 
stantially higher Canadian content than those which would have been produced by the 
lowest tenderer, entered into a firm price contract on March 9, 1962. 


Prior to this. the RCAF had evaluated the company’s proposal and stated that 
technically it met or exceeded their requirements. Nevertheless on March 19, 1962, 
just ten days after the award of the contract, the RCAF on reviewing the 
company’s voice tape recorder configuration advised the company that it was unaccept- 
able in that it did not include a tape cartridge to permit easy removal and replacement 
of the tape. The company had intended to meet this requirement by providing for easy 
removal of the voice tape recorder from the aircraft. However, the RCAF insisted on 
the cartridge method of removal and, in order to avoid cancellation of its contract, the 


company agreed in April 1962 to make the necessary changes at no additional cost. 
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In October 1962, three months behind schedule, the pre-production models were 
presented for testing but there was an unexplained delay on the part of the aircraft 
manufacturer in installing these models in aircraft to permit operational testing. When 
the tests were finally made they indicated a need for modification and it was not until 
August 14, 1963 that the contractor was advised that the modified pre-production models 
were acceptable. 


The Treasury Board had originally asked that the company be required to provide 
a performance bond but at the request of the Department this requirement was with- 
drawn on the understanding that there would be no progress payments and that 
payments under the contract would be made only after the equipment had been delivered 
and had passed all tests. However, when the company began production in October 1963 
it requested progress payments to provide it with working capital. The Treasury Board 
then approved the making of progress payments but did not protect these by insisting 
that a performance bond be provided. 


On April 24, 1964, about five months before the production models were expected 
to be delivered and after the company had been advanced $42,000, it requested an 
additional $97,000 from the Department because of extra design costs involved in 

_ providing for cartridge type removal and replacement of tape. This was the design 
| change which the company had undertaken in April 1962 to make without any additional 
— cost. 


The Department considered cancellation of the contract or its assignment to another 

_ contractor. However, because of the time that would be required for another contractor 

either to complete the work in process or manufacture a completely new recorder, and 

_ the cost of a second contract together with termination costs, the Department decided 

it would continue with the original contract. It agreed to pay the company $77,700 over 

the original contract price which had since been increased to $78,166 because of another 

_ pre-production design change. This payment included $10.067 “to allow the company 

to remain in business until completion of the work” and the Department agreed to 

accept 36 of the 47 recorders contracted for, the parts and sub-assemblies of the 11 units 
cancelled to be used as spares. 


The files do not reveal why it took eight months from August 1963, the date the 
pre-production model was accepted, to April 1964 for the company or the Department 
to realize that the contract could not be completed for the agreed amount. 


The Department of Defence Production has estimated that $25,000 of the additional 
costs of $77,700 are attributable to the RCAF requirement for a tape cartridge. On this 
basis the non-productive cost is $52,700. Alternatively the non-productive cost could 
be considered to be $80,000, the difference between the final cost of $155,000 and the 
‘amount of $75,000, the estimated cost of alternative equipment. 


85. Hydrofoil development program. This program relates to the development of 
an anti-submarine-warfare hydrofoil craft of some 200 tons capable of operating at high 
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speeds in the open ocean. The concept of a hydrofoil craft, which it is considered would 
offer greatly increased effectiveness against submarines, was developed by the Naval 
Research Establishment after several years of experimentation with hydrofoils. 


In March 1961 a contract was entered into for an engineering study and model 
test program to determine the feasibility of the Naval Research Establishment concept. 
The greater part of the work was completed by the end of March 1963 at a final cost of 
$517,000. Further contracts for the purpose of investigating problems encountered during 
the design assessment study involved expenditure of an additional $287,000. 


In May 1963 a contract was awarded for the design and construction of a develop- 
ment prototype hydrofoil at an estimated cost of $9.1 million excluding the cost of sea 
trials and spares. At this time delivery was scheduled for April 1966. 


The relative contract report to the Deputy Minister of Defence Production stated: 


At this time, we feel it would be impractical for the Department of Defence Production 
to evaluate the probable costs of this program in any detail, as not only have we insufficient 
information from the Company but there is a complete lack of historical cost data both 
in Canada and in the U.S.A. for similar hydrofoil programs. ... This (contractor’s cost) 
proposal while not providing any detailed breakdown of labour, material and bought-out 
items, indicated a considerable amount of effort had gone into its preparation and they 
have a good appreciation of the task involved... we suggest at this time and for preliminary 
funding only, their figure (of $9.1 million) is realistic. 


However, reference to the estimated cost in the Department’s submission to the 
Treasury Board was confined to the following: 
The Contractor’s estimates for this program are recommended for funding purposes. 
The methods used though based on broad parameters are considered conservative and 
it is our considered opinion the program as now understood, but not including Contractor’s 
and user’s trials, will be accomplished within the $9.1 million allocated. 


When the contract was entered into the circumstances were, inter alia, as follows: 


1. All proposals lacked reference to drawing and manufacturing specifications. 

2. The Statement of Requirements for the hydrofoil had not been completed. This was 
done some seven months later in December 1963. 

3 A materials study contract begun earlier had not been completed. Its results could 
be expected to require compromises. 

4. A number of special items such as transmission and hydraulic components had to 
meet novel requirements which made it impossible to foresee all technical problems, 
or accurately predict costs. 


5. From the stability standpoint, the foils were still creating problems. 


As the project progressed the estimate of final cost was revised as follows: 


Estimate of final cost 


Date of estimate Hydrofoil Fighting equipment Total 
Avpril’ AOS" coc «cas Samos Mente alsin eee $ 9,100,000 $ $ 9,100,000 
Bebruary: 19640" 4. eke er ees 11,326,000 11,326,000 
Warchs 1064...) ic cai cceptn men ates 16,300,000 16,300,000 
ane LOO. <a et eon g PR eee 16,300,000 4 355,000 20,655,000 
November 11964): .ats Seehetes | ele 21,775,000 4,355,000 26,130,000 
Marsal OG ere kick alas a dace ec ae 28,759,000 7,441,000 36,200,000 


Mori Looe Pe eet eee nee cers renee 35,992,000 7,930,000 43,922,000 
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The detailed design of the ship and its sub-systems was virtually complete by late 
1965 and an analysis had been made of all costs and cost estimates. The outcome was the 
cost estimate of $43.9 million which included a provision of $2 million for post-launch 
modifications. 


In summary, the explanations given for the increased costs were as follows: 

1. Inexperience of the contractor in this new field gave rise to underestimates of detailed 
design and production engineering requirements. 

2. Underestimates of sub-contract costs by both the contractor and the Department, of 
Defence Production. 


3. Underestimates of the volume of manufacturing work, increased requirements due to 
engineering refinements, delays in production, increased shipping and material costs, 
CLG, 


To September 1966, $31.5 million had been expended on the program. 


86. Additional cost of acquiring intervalometers for the RCAF. This intervalometer 
is an electronic apparatus designed to accurately space submarine detecting devices 
dropped from aircraft. Because of extreme urgency, production was commenced before 
design and development of the equipment had been completed. A result was that the 
design, development and production took five and one-half years to complete with costs, 
originally established at $106,169, increasing to $234,838. The second contract is still 
subject to audit and, as of June 1966, surplus material that cost an estimated $19,000 
remained to be disposed of. It has not been possible to establish what portion of the 
additional cost of $128,669 was non-productive. 


The contracts may be summarized as follows: 


i Final cost 
Particulars Contract inal cos 
of contract Date Amount Date Amount 


Design and development of four 
models of a prototype of a new 


intervalometer—firm price basis Nov. 1959 €.o0e\ a) aie $ 10,169 April 1960 CoO ae $ 10,169 
Procurement of 14 production 
models—firm price basis later 
hanged to cost plus fixed fee 
ear Ts ee tp March 1960 .... 23,52 Feb. 1963 ...... 77,219 
i f l 
ee ee aa ty npr 
Procurement of 58 units complete 
with power  generators—firm 
rice basis later changed to cost 
i fixed fee Sees Rr, a: ee May 1963 ...... 72,478 June 1965 ...... 133,234 
$ 106,169 $ 234 838 


The first contract was entered into because new anti-submarine equipment received 
early in 1958 required the development of a new intervalometer. The four models of 
the prototype were delivered in April 1960 thus completing the contract. 


In March 1960, before testing of the prototype had been completed, a second 
contract was entered into for 14 production models at a firm price of $23,522 with 
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delivery to be completed in August 1960. In the meantime, flight testing of the prototype 
indicated several problems, a major one being that the electrical power supply system 
‘n the aircraft was not satisfactory for the intervalometer. The contract was then 
amended to include further development work with the basis of payment being changed 
from firm price to cost plus a fixed fee. Development of the alternative power supply 
held up production for about 18 months and it was not until February 1962 that the 
contractor submitted for testing the pre-production unit which included an alternative 
power supply. On completion of operational tests, but before the environmental tests 
required by the specifications were carried out, the contractor was instructed in May 
1962 to resume work on the other 13 units. In January 1963 the first unit subjected to 
environmental tests failed but the last of the other 13 units was delivered in the following 
month and the contract was considered complete at a cost of $77,219. 


The same contractor was then paid $14,216 under a repair and overhaul contract 
to correct defects in these units revealed by environmental tests. 


Notwithstanding the failure in the environmental tests in January 1963, a contract 
was entered into on May 1, 1963 with another contractor who was the lowest tenderer 
for a further 58 units complete with power generator at a firm price of $72,478. 
In the meantime, malfunctioning of some of the units was reported and in May and 
June 1963 there were other failures during environmental tests. As a consequence, 
production was stopped on June 19, 1963 for a period of five months. The contract was 
then amended to include further engineering, design and development, the basis of 
payment being changed from firm price to cost plus fixed fee. Deliveries under the 
contract were finally completed by June 1965 at a cost of $133,234. 


$7. Costs of terminating contract for the procurement of target designation 
transmitters. In January 1961, two contracts were entered into with the same firm for 
the manufacture of target designation transmitters at a total cost of $85,113. The first 
contract covered the prototype, drawings and 31 production models at firm prices and 
spares at estimated cost. Approval of the drawings and prototype by the Royal Canadian 
Navy was required before the contractor commenced manufacture of the 31 production 
models. The second contract was for the production tooling and test equipment at a 
firm lot price. 


The drawings for this equipment had been obtained from the United States and 
it was known to all concerned that they were incomplete and could not be depended 
on for manufacturing purposes. However, they were considered to be sufficiently detailed 
to enable a manufacturing cost estimate to be made with the proviso that the contractol 
would probably require an engineering phase to familiarize himself with the equipmen! 
and to complete and check the drawings. 


In order to assist the contractor to meet the delivery dates specified, the Roya 
Canadian Navy in April 1961 informed him that he could order the parts and material 
required for the production run when ordering the materials for the pre-productio! 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 51 


model. However, the contract was not amended although the contracting authority—the 
Department of Defence Production—was informed of this action. 


In February 1962 the prototype failed its shock and vibration tests and was returned 
to the contractor. In October 1962 the contractor, who had done little or no additional 
work after the return of the prototype, was informed that unless work was resumed on 
a satisfactory scale he would be considered in default and the contract terminated. 


In November 1962 the contractor submitted an estimate of the cost of proposed 
additional design work which was examined and found acceptable provided it was 
performed within reasonable time limits. The contract was amended accordingly and 
a firm price of $9,849 was agreed upon for the additional work. In September 1963, as 
the redesigned prototype still showed certain defects, it was decided to terminate the 
contract. | 


The claim in respect of the first contract was settled in August 1965 for $54,891, 
which included inventories valued at $37,437 of which $12,018 was taken over by the 
Department of National Defence and $25,419 was disposed of by Crown Assets Disposal 
Corporation in May 1965 for $768. The contract for production tooling and test 
equipment was settled for the full firm price of $8,988 and the material was sold by 
Crown Assets Disposal Corporation in December 1965 as scrap for $8. 


As the equipment is still required, a contract for one prototype and 28 production 
models has been placed with a firm in Northern Ireland and it is estimated the cost 
will be $95,000. 


88. Cost of terminating lease for communication facilities. When communication 
companies lease facilities to the Department of National Defence, and as a consequence 
it is necessary for them to invest substantial amounts of capital, they require the 
Department, to guarantee the return of their investment within a certain period of time, 
usually ten years. This guarantee is in the form of a termination liability which is abated 
each year in direct proportion to the number of years the service has been leased. 


In our 1965 Report (paragraph 82) we drew attention to the closing of four radar 
Stations of the Pine Tree Line and the termination of contracts covering rental of 
on-base telecommunication and ancillary equipment. Final payments of the termination 
charges in 1965-66 amounted to $161,900 of which Canada’s share was $73,000, bringing 
the total cost to Canada to $327,500. 


The closing of a number of radar stations and control centres forming part of the 
Continental Air Defence Integrated North communication system necessitated a major 
reconfiguration of the system in 1965-66 and resulted in certain land-lines and equipment 
not being required, which, along with technical improvements, made necessary the 
termination of a number of contracts with the communication companies and payment 
of termination costs of about $3.5 million. Under the terms of cost-sharing agreements 
_ with the United States, the cost to Canada during the year approximated $1,170,000. 
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89. Cost of terminating lease, Toronto, Ont. Following the Government’s decision to 
reorganize the Reserve Forces, certain units were absorbed or disbanded and leases on 
a number of buildings were terminated, in some cases considerably in advance of their 
expiry date. One of these covered premises in Toronto which the Department of 
National Defence had leased for ten years from May 1, 1957 to April 30, 1967 at an 
annual rental of $135,000. This building was vacated on March 31, 1965. 


In January 1965 departmental officials met with the landlord to discuss termination 
of the lease but no agreement was reached. On February 26, 1965 the landlord advised 
the Department by letter that he was negotiating with a tenant to take over the whole 
of the premises and requested the right for ninety days from the date of his letter to 
terminate the lease upon thirty days notice. However, as negotiations were being con- 
ducted through the Department of Public Works for occupancy of the building by the 
RCMP, the Department did not agree to this request until April 9, 1965. 


In addition to negotiating with the Department of Public Works in an effort to 
find a tenant, the Department held discussions with two realtors during which the cost 
of their services and difficulties that would be encountered in efforts to sublet were 
considered. 


During further negotiations with the landlord in September 1965 several proposals 
were discussed, one of which was that the Department give the landlord authority to 
arrange a sublease of all or part of the property and to provide him with a cash incentive 
that he could pass on to any sublessee. He suggested that 50% of the rent due him for 
any space sublet would be sufficient for this purpose. However, as he might only be able 
to lease portions of the building, the Department felt that such an arrangement would 
be most cumbersome to administer since it would continue to be responsible for the 
cost of heating, utilities, maintenance and janitorial services and the rent on the unleased 
portions. The proposal was not accepted. 


The Department finally agreed to recommend to the Treasury Board settlement for 
a lump sum payment of 75% of the amount due for the balance of the lease and the cost 
that the Department would be faced with in heating, utilities and caring for the property 
during the remainder of the lease. It was arranged that the lease would be terminated 
effective October 1, 1965, on payment of $175,313 in lease termination charges based on 
75% of the rental and estimated lighting, heating and other costs for the period October 1, 
1965 to April 30, 1967. This payment together with the $67,500 rent paid for the period 
April 1, 1965, to September 30, 1965, when the Department was attempting to find other 
lessees, brings to $242,813 the amount for which no benefit was received. 


It has come to our attention that shortly after the landlord received this settlement 
from the Department of National Defence in October 1965, he leased the same premises 
to the Board of Education of the City of Toronto for five years commencing January £ 
1966 at an annual rental of $108,000. We understand that the building was taken over 
by the Board of Education in November 1965. 


Since the premises are being used as an adult training centre, which qualifies for 
federal assistance under the Technical and Vocational Training Agreement between the 
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Federal Government and the Province of Ontario, the Federal Government, through the 
Department of Manpower and Immigration, will be reimbursing 75% of the centre’s 
operating costs which will include the rent and the cost of extensive renovations. 


by Defence Construction (1951) Limited for the construction of various buildings and 
services at Camp Borden. The authorized costs on completion in 1963 were $3,781,210. 
However, the contractor submitted a claim in the amount of $260,215 for additional 
work and materials supplied during construction of the various buildings and extra 


overhead costs due to prolongation of the contracts by carrying out work as directed by 
the Crown. 


The claim was the subject of lengthy negotiations before settlement in January 1966 
for $98,959, bringing the total cost of the contracts to $3,880,169. The various items in- 
cluded in the settlement are summarized as follows: 

Additional work and associated delays resulting from a known water problem. The 


information on soil conditions which was provided in the tender documents 
ee Re Me $ 35,523 


Delays while changes in specifications were being considered .................... 21,416 


Additional work including $4,000 for work during the winter season resulting from 
delay in providing the final design and $4,000 for a finish on interior concrete walls 
that exceeded the preg icauonass oe beanie atte: MOLI te Jan Oe oe 17,765 


ee re OT RUA RAE sc A ae 10,000 


Additional direct costs resulting primarily from the decision of the supervisory 
and inspection personnel of Defence Construction (1951) Limited to delay 
removal of forms and supports beyond what was subsequently agreed to be the 
minimum time required. The specifications had suggested longer periods than 
appeared to be necessary in these cases for “Olivine Di concreteSe.. Melo! OG. at 7,000 


Cost of delays while lumber that failed to meet specifications was examined, cost 
of the examination and cost of replacing the 10% which was rejected ........ 5,752 


Increased costs resulting from a delay in completion of a power distribution 
See SHIMURA Iles, ConmtEROEID LUA OGRA tek WY gee RSA Re ane 1,503 


$ 98,959 


It is estimated that one-half of the additional costs of $98,959 are in the non- 
productive category. 


91. Additional costs arising from design deficiencies. A contract for the construction 
of a standard Ground-Air Transmitter-Receiver (GATR) building with roads, fencing, 
ate., at RCAF Station Beaverbank, N.S., was awarded in November 1960. The building, 
Which was of concrete block construction, was ready for occupancy by the end of June 
(961, about a month after the scheduled completion date, but because of a moisture 
oroblem it was not taken over by the Department of National] Defence until January 
962, The final cost including field engineering and design changes was $202,248. 


| 
| 


=) 
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In June 1961 it became necessary to take remedial action because of condensation 
and mildew on the interior walls of the building. The contractor was required to remove 
and replace wall insulation, refinish walls, and perform additional exterior painting for 
which he was paid $6,000 in 1962. In addition, a diesel generator set rusted because of 
excessive moisture in the building and required repairs costing $2,864. In March 1962 
the contractor claimed $10,321 for additional costs arising from prolongation of the 
contract for a period of six months while he was working with the Crown to overcome 
the moisture problem. This claim was settled in June 1965 for $4,564, bringing additional 
costs relating to the moisture problem to $13,428. 


This problem was not peculiar to Beaverbank alone but was experienced in GATR 
buildings built by other contractors about the same time, one being paid $817 in 1962 
for additional work on the building at Barrington, N.S. The interior wall finish in a 
number of these buildings in other locations has since been found to be in poor condition. 


These facts and subsequent changes to the specifications suggest that the original 
design of the GATR buildings was inadequate in respect of moisture protection and has 
already involved the Crown in additional costs of $14,245. 


92. Extra costs caused by material not up to specifications. In October 1963 
Defence Construction (1951) Limited entered into a contract for the reconstruction 
of parking aprons at RCAF Station Summerside, P.E.1., at an estimated cost of $1,047,602, 
based mainly on firm unit prices and estimated quantities. Engineering and design 
changes including adjustments to the schedule of estimated quantities increased the cost 
by $70,704 to $1,118,306. 


On October 6, 1964 the contractor submitted a claim in the amount of $11,654 
covering the cost, less a salvage allowance, of sand delivered at the construction site 
which had to be rejected because it was not up to specifications. The circumstances 
surrounding this claim were that supplies of satisfactory materials had to be brought 
from Nova Scotia. With a view to conserving shipping space and avoiding construction 
delays, the Crown arranged for an independent company to provide material testing 
services at the source of supply. In the latter part of May 1964 tests of the material 
stockpiled at Summerside indicated that some was unacceptable and investigation 
confirmed that certain loads accepted for shipment from Nova Scotia did not meet 
specifications. 


The contract specified that the contractor would be responsible for providing 
materials conforming to the specifications. However, in November 1963, at the pre-job 
meeting, the possibility of unsuitable material was discussed and it was decided that 
Defence Construction (1951) Limited would set up a testing laboratory at the pit to 
help ensure that no unsuitable material was shipped. In doing this and then failing to 
notify the contractor that the first 3,300 tons of concrete sand did not meet specifications, 
the Crown was considered to have some measure of responsibility for the extra costs 
involved. Accordingly, the Crown agreed to pay the contractor 50% or $5,827 of the 
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extra costs. Taking into consideration a subsequent recovery of $1,942 of this amount 
from the material testing company, the additional cost was $3,885. 


93. Hxcessive payments to municipal school board. We Stated in last year’s Report 
(paragraph 78) that the Department of National Defence had been unsuccessful in its 
efforts to recover excessive payments made to a municipal school board under an 
agreement entered into in June 1957 to provide schooling for dependent children residing 
in married quarters at an RCAF station. A clause of the agreement stipulated that 
payments made by the Department on account of operating expenses, less provincial 
grants, would be adjusted at the end of each school year and the school board would 
refund any moneys Overpaid. 


We reported that although the Department had been billed each month since 
September 1956 for its share of the gross operating expenses, at no time since that date 
had an adjustment been made in accordance with the agreement. In consequence, refunds 
due the Department to July 1963 were estimated to be in excess of $200,000. This 
estimate has now been adjusted to some $176,000. 


Having failed to induce the school board to refund the amount overpaid, the 
Department took steps in October 1963 to avoid current overpayments by reducing the 
payment of the monthly billings by 50%. Departmental records reveal] that even on this 
basis the school board was overpaid $6,000 for the school year 1963-64 and $9,000 for 
1964-65, bringing the total overpayment to $191,000. 
| In February 1966 the school board sought additional capital assistance from the 
Department in connection with a further expansion of the school but a decision on this 
is being held in abeyance pending receipt from the school board of a satisfactory proposal 
for settlement of the outstanding debt. 


94. Responsibility for the provision and operation of research vessels. For some 
years the Department of National Defence has been providing and operating naval 
auxiliary vessels engaged in scientific research for the Defence Research Board, Fisheries 
Research Board, Department of Mines and Technical Surveys, University of British 
Columbia and Dalhousie University. The capital and operating costs of these vessels are 
inanced out of Defence Services votes and under recent policy these costs have been 
nereased as a result of taking into consideration the requirements of the other users. 


We asked the Department to consider the general question of the responsibility for 
he provision of vessels of this nature. They informed us that no adjustments would 
’e made in the Estimates for 1966-67 but that it had been decided to provide for the 
ost of operating these vessels and the capital cost of additional ships in the Defence 
‘esearch Board 1967-68 appropriations. We were also informed that the whole subject 
f interdepartmental and agency cost arrangements is to be reviewed when the 1967-68 
‘stimates are being discussed. 


It is important that moneys be provided to and costs accumulated in the department 
‘sponsible for the activity and that arrangements be made to achieve proper distribution 
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of such costs to the user departments and agencies in order to reflect true costs and to 
derive maximum benefit from the new concepts of financial management. 


95. Breach of contract for snow removal, Fort Churchill, Man. On November 8, 
1963, on behalf of the Department of National Defence, the Department of Defence 
Production entered into a contract for the removal of snow at Fort Churchill on an 
“as and when required” basis. Although the Department of National Defence intended 
the contractor to provide snow removal services to supplement its own capability, its 
specifications were not clear on this point and the contract negotiated by the Depart- 
ment of Defence Production provided, inter alia, that the contractor would have 
exclusive right to provide the supplies and services specified during the term of the 
contract which was for the 1963-64 winter season and covered work performed to 
June 30, 1964. While it had been anticipated that the services of the contractor would 
be needed, the Department was able to perform its own snow removal work because it 
was not required to assist other government. departments and agencies in the area 
with runway and road clearance work as had been the practice in previous winters. 


The Department of National Defence did not realize an exclusive contract had been 
awarded and the Department of Defence Production did not seem to realize the signifi- 
cance of the particular clause which made the contract exclusive. 


In May 1964 the contractor contended that pursuant to the terms of the contract, 
he had the exclusive right to perform the services specified and he subsequently sub- 
mitted a claim for $8,503. Following receipt of an opinion from the Department of Justice 
that the Crown was in breach of contract, the claim was settled for $3,682 to cover the 
contractor’s non-productive labour costs and the estimated profit he would have realized 
had he performed the work, as determined by treasury auditors. 


Although the auditors did not qualify their report on the investigation of the claim it 
appears that in estimating the profit they did not snelude the cost of fuel, materials, 
repairs and maintenance, etc., because these costs were not included by the contractor in 
his claim and because of the difficulty of determining the amounts involved. Therefore the 
profit was overestimated to this extent. 


96. Fire loss of RCAF hangar, Moncton, N.B. By an agreement dated May 18, 
1961. the Moncton Flying Club was granted the right to use and occupy certain accommo- 
dation in a hangar at No. 5 Supply Depot, Moncton. 


On numerous occasions infractions of the RCAF fire regulations were brought to 
the attention of Club officials and in March 1964 the Deputy Minister wrote a letter to the 
Club advising them that the unsatisfactory conditions with respect to the fire regulations 
would not be tolerated and that any future reports on hazardous fire conditions due to its 
operations would result in the termination of the agreement. On July 22, 1964 and 
again on May 5, 1965 letters were written to the manager of the Club by the Commanding 
Officer No. 5 Supply Depot drawing attention to serious infractions of the fire regulations 
and threatening eviction if RCAF orders were not adhered to. These letters were followed 
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up by station inspections which showed th 
rective measures taken. However, 
be lasting and effective. 


at some improvements had been made and cor- 
constant ‘policing’ was required for these measures to 


In June 1965 the hangar was destroyed by a fire which a Board of Inquiry con- 
cluded was caused by a cooking accident involving a member of the Club quartered on the 
premises. The loss, including stores and equipment, was estimated at $3.5 million. 


The Department of Nationa] Defence no longer permits joint occupancy of this kind 
with civilian organizations. 


97. Unemployment Assistance. The 
provides for payment by the Federal Government to the provincial an 
governments of 50% 
in need. Our Report 


administration of the Act arising in part from inadequate definitions of 


as well as to reduce the cost of administration, The Public Accounts Committee in its 
Fourth Report 1963 concurred in our observations (see Appendix 1, item 4), 


Many of the matters pertaining to the administration of the Unemployment 
Assistance Act that were criticized in previous years’ Reports have been corrected by 
the Department of National Health and Welfare. However, the ambiguities contained 
in the text of the Unemployment Assistance Act and the overlapping and duplication 


in the various welfare Acts still gave rise to difficulties in the administration of the Act 
throughout the year. 


Our past Reports have criticized such matters as Overpayments, supplemental 
ullowances, accumulation of comforts allowances, determination of need, overlapping 


af assistance, fully employed recipients of assistance and the need for strengthening 
idministrative control, 


In 1966 Parliament enacted the Canada Assistance Plan, 1966-67, ¢. 45, which permits 
he Federal Government to enter into agreements with the provinces to make contribu- 
ions to the cost of providing assistance and welfare services, pursuant to provincial 
uw, to all persons in need. At the present time regulations under the Plan are being 


Tepared and agreements with the provinces are under negotiation. It is anticipated 


hat these agreements will in time replace existing agreements with the provinces with 
spect to sharing costs of unemployment assistance and such categorical programs as 
ld age assistance and blind and disabled persons allowances. The Plan also provides 
ww Federal Government contributions to provincial programs of mothers’ allowances, 
hich previously had been excluded from federal aid. The new Plan should provide the 


erall co-ordination of assistance programs which we have recommended in previous 
| 
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Reports. However, until the regulations under the Plan are established and agreements 
entered into with the provinces, it is not possible to fully assess the adequacy of the new 
comprehensive approach to social assistance in overcoming the administrative weaknesses 
referred to in previous Reports. 


98. Provincial payments to federal hospitals under the Hospital Insurance and 
Diagnostic Services Act. In previous Reports doubt has been expressed as to whether the 
terms of the agreements with the various provinces under the Hospital Insurance and 
Diagnostic Services Act, 1957, c. 28, relating to payments to federal hospitals, were being 
observed in all cases. Additionally, it was noted that it was difficult to appraise the 
adequacy of settlements by the provinces as: accounting in federal hospitals generally 
did not conform to the Canadian Hospital Accounting Manual which provides a basic 
accounting system for hospitals; accounting and medical records in some Indian 
hospitals were inadequate for preparation of the necessary financial returns requirec 
by the agreements with the provinces; and it was not always possible to determine rates 
by reference to comparable non-federal hospitals because of the specialized nature 0: 
many federal institutions. We recommended that steps be taken to bring federa 
hospital accounting in line with requirements where necessary and that revisions to th 
agreements should be made to the end that all the terms may be fully complied with. 


Our examination during the year disclosed that the terms of the agreements unde 
the Act relating to payments to federal hospitals had not been changed. However, w 
understand that revisions are under consideration by federal and provincial officials 
Some progress has been made in the introduction into federal hospitals of an accountin 
system based on the Canadian Hospital Accounting Manual. Ten of the sixteen India 
hospitals of the Department of National Health and Welfare now use the Manual an 
the Department of Veterans Affairs has introduced it at one location and proposes t 
extend its use to its other ten hospitals. 


99. Overpayment of a Health Grant. The Province of Newfoundland overclaime 
$50,939 under a General Public Health Grant project for the maintenance of 8 
ambulance service on the south coast of the Province, as the result of failure to refle 
in its claims over a period of eleven years the amounts recovered from the crews of tl 
ambulance boats for board and lodgings. Although the Province had an obligation, und 
the General Health Grants and Hospital Construction Grants Rules, to refund tl 
amount, it did not do this but asked the Department of National Health and Welfa 
to consider the overpayment as a federal grant towards the cost of supplementing t] 
service with emergency air ambulance service, for which the Province had spent appro 
imately $425,000 in a ten-year period without seeking assistance. 


In May 1965 the Department was informed that the Treasury Board had approv 
the write-off of the amount subject to two conditions: 
(1) the Province will undertake not to claim funds under the General Public Hea. 


Grants for the service instituted in 1955, namely the Air Ambulance Service alo 
the south coast of the Island; 
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(2) the normal write-off procedure in this case will be followed, namely the amount to 


be written off will be submitted for consideration at the time of final Supplementary 
Estimates, 1965-66. 


The normal write-off procedure was not followed. Instead a cheque for $50,939 was 
drawn payable to the Receiver General, $21,028 being charged to the Genera] Public 
Health Grant and the balance spread over five other specific grants, The cheque was 
then deposited to the credit of the Receiver General as a repayment of the amount 
overclaimed by the Province. 


than to meet the aim of the General Health Grants, as set out in the Estimates, of 
| assisting the provinces in extending and improving health services. Furthermore, in our 
| opinion, the practice of issuing and handling Receiver General cheques in this manner 
constitutes a weakness in internal financial control. 


100. Additional cost due to postponement of construction project, Edmonton, Alta. 
In September 1964 the Department of Public Works awarded a contract at a price of 
$6,788,000 for the construction of a new building at the Charles Camsell Hospital for 
the Department of National Health and Welfare. The building was still under construc- 
_tion at March 31, 1966, to which date costs of $5,044,000 had been incurred. 


for work performed prior to the stop work order. 


After the project was reactivated in January 1964, with the consultants then 
resuming their engagement, they presented a claim for additional costs beyond their 
fee entitlement for the project. These were attributed in part to: the necessity of 
reviewing the design requirements with the hospital staff in order that any changes 
in hospital techniques or requirements could be provided for; changes in both the hospital 
staff and the consultants’ staff, in the intervening period, requiring time for reorientation ; 
and changes in electrical codes and regulations in 1963 which required revisions in the 
lrawings and specifications. 


| During the year the consultants’ claim for additional costs stemming from the 


ostponement of the project was recognized to the extent of $34,870. 


101. The Canada Pension Plan booklet. On May 12, 1965 the Treasury Board 
Pproved a nation-wide educational program, at a cost not to exceed $2.2 million, for 
he purpose of acquainting the Canadian public with its obligations under the Canada 
ension Plan and the benefits to which persons are entitled thereunder. 
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On August 31, 1965 the Department of Public Printing and Stationery entered 
into contracts with two printing firms for the production of 3,825,000 copies of the 
Canada Pension Plan booklet at a total cost of $494,139. Although the amounts of the 
contracts exceeded the limits specified by the Governor in Council under section 39 
of the Financial Administration Act and the contracts therefore required the prior 
approval of the Treasury Board, no such prior approval was obtained. 


The lowest tender received by the Department of Public Printing and Stationery 
was $461,317 or $32,822 lower than the combined contract amounts. It was rejectec 
because delivery could not be made before 110 days. The second lowest tender was 
$477,000 with delivery in 32 days. This tenderer was given an order for one-half thi 
quantity for $236,000 to be delivered in 25 working days, and a contract for the remainins 
half was given to another contractor at a price of $258,139, later increased by $7,78. 
to compensate for extra costs incurred in expediting delivery of 600,000 booklets, witl 
delivery in 20 working days. In actual fact this contractor had produced and deliverer 
345 000 copies of the booklet prior to August 31, the date of the order. 


It will be noted from the foregoing that $24,920 (and possibly more as the contracto 
accepted half the order for less than half the tender price) could have been saved ha 
the booklets been ordered from the second lowest bidder with an extension of the deliver 


date of only seven days. 


The Treasury Board ultimately approved the two contracts on November 29, 196: 
The submission which was dated November 15, 1965 made no reference to the fact that tk 
contracts had already been entered into and deliveries completed eight weeks previousk 


102. Ex gratia payment to an employee. An employee of the Department | 
National Health and Welfare in London, England, was occupying leased living accon 
modation under conditions which proved to be unsatisfactory. He sought legal advii 
and, on the strength of this advice, with the concurrence of his superiors, invoked a speci 
clause in the lease which permitted termination in the event that he was transferred 0 
of London, although no actual transfer was contemplated. His landlord became awa 
of the fact that he had not been transferred and began court proceedings claiming damag 
for breach of the lease. The case was withdrawn when the employee claimed diplomat 
immunity. Subsequently, British law on diplomatic immunity was changed and the lan 
lord again entered suit. The county court dismissed the case on the basis of the employe: 
diplomatic immunity but the decision was over-ruled by the appeal court. Rather th 
have the case re-tried on its merits, which might have brought to light the stratagem us 
to terminate the lease and the retreat behind the shelter of diplomatic immunity, t 
employee was instructed by his superiors to arrange settlement out of court. He w 
reimbursed the full amount of the settlement, $1,314, on an ex eratia basis. A furtl 
claim may be received in respect of the landlord’s costs. 


In addition to the ex gratia payment, the Department of National Health and W 
fare reimbursed the employee for his personal legal expenses in the amount of $945. T: 
reimbursement was not authorized by the Order in Council which approved of the 
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gratia payment and the payment of an employee’s personal obligation, particularly with- 
out Executive approval, is open to question. 


103. Living allowances to members of the National Research Council. Order in 
Council P.C. 1965-26/1091 of June 18, 1965 authorized payment of a per diem allowance 
of $75 to members of the National Research Council and of the Medical Research Council 
to cover all expenses other than transportation expenses incurred in connection with their 


work. This represented an increase of $30 over the $45 per diem allowance which had been 
in effect for some years. 


Section 12 of the National Research Council Act, R.S., c. 239, as amended by 1966- 
67, c. 26, provides that: 


12. (1) No member of the Council, with the exception of the President, the Vice- 
President (Administration) and the Vice-Presidents (Scientific) shall receive any payment 
or emolument for his services, but each member shall receive such travelling and other 


expenses in connection with the work of the Council as may be approved by the Governor 
in Council. 


(2) Notwithstanding subsection (1), a member of the Council other than the President 
or a Vice-President may, for any period during which he performs with the approval of 
| the Council any duties on behalf of the Council in addition to his ordinary duties as a 
member thereof, be paid such remuneration as may be authorized by the Council. 


| The officers of the Council are of the opinion that a per diem rate of $75 does not 
_ Include any element of remuneration. However, since the Public Accounts Committee has 
expressed the opinion that a per diem rate of $60 paid to a judge could be regarded as 
including an element of remuneration (see Appendix 1, item 7), it appears that a per 
diem rate of $75 for similar expenses likewise contains an element of remuneration, con- 
trary to section 12 of the National Research Council Act. 


104. Questionable expenditure on public relations project. In January 1966 the 
Treasury Board approved of an exhibit in the Skylon Observatory, Niagara Falls, Ont., 
depicting the scientific activity of the National Research Council. The cost of the exhibit 
_Was estimated at $175,000. 


| The Board advised the Council that approval was being given only because arrange- 
‘ments for the display were already well under way. It questioned “the advisability of the 
National Research Council making an expenditure of this size for a public relations proj- 
ect of such general character, and of apparently minimal direct value in the promotion 


\ 


of the National Research Council’s relationship to industry and the scientific community.” 


The Council arranged for the Canadian Government Exhibition Commission to 
Construct and arrange the exhibit and costs amounting to $119,000 were charged to a 
National Research Council appropriation. A further $54,000 has been expended up to 
October 31, 1966 and the final cost has not yet been established. 


105. Departmental practices which lack statutory sanction. In last year’s Report 
(paragraph 90) reference was made to seven practices of the Customs and Excise Division 
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of the Department of National Revenue which lacked legislative sanction. Three had 


since been approved by amendments to the Customs Act (1965, c. 16). | 
| 


| 


i 


A subsequent amendment to the Excise Tax Act (1966-67, c. 40) gave sanction to the | 


funding taxes based on estimated taxable values subject to regulations 
j 


’ 


| 


practice of re 
precribed by the Governor in Council, but no action was taken with respect to the 


refunding of customs duties on an estimated basis. 


The three other practices which continue to lack statutory authority and which were. 
carried on throughout the year relate to: | 


(a) sales of goods unclaimed at Customs; 
(b) determination of “sale price” for sales tax purposes; and | 
of duty paid on goods diverted to use other than that for which they were 


| 


(c) refund 
imported. | 
The Public Accounts Committee in its Eighth Report 1964 recommended that the 
first two of these practices should receive statutory sanction and similarly in its Fifth! 
Report 1966 the Committee supported the Audit Office view that the other item shoulc 


receive parliamentary sanction if the practice is to continue (see Appendix 1, item 27). | 


The Committee went on to state in its Fifth Report 1966 that | 


a government department should not initiate or take any action that is not authorizec 
by Parliament even though it contemplates that Parliament may eventually take action t 
provide that authority. It (the Committee) considers that the actions of government de 
partments must be limited at all times to the legislative authority existing at the time th: 


action is taken. 


106. Concessions made to motor vehicle manufacturers. For many years prior t 
the agreement, dated January 16, 1965, between Canada and the United States 0 
America concerning automotive products, steps had been taken by the Canadia: 
Government to promote greater production in the automotive field. | 


Pursuant to the British Commonwealth Content Regulations under the Custom 
Tariff, formulated in 1936, manufacturers of motor vehicles enjoy comparatively lo 
import duties if the Canadian and other British Commonwealth content of the 
production is not less than certain established percentages. | 


Concessions made to the industry have taken the form of permitting imports fre 
of duty subject to certain restrictive conditions but the fulfilment of these conditior 
cannot usually be verified until some later date. Entries covering these imports sho. 
the declared value of the goods being imported but generally they are not complete 
by insertion of the tariff rate or computation of the duty which would be payable shou | 
the restrictive conditions not be met. Furthermore, although the entries represe?. 
potential revenue to the Crown, the Department of National Revenue does not requi | 
that they be sent from the various customs ports to a central location to be suitab 
recorded. Accordingly no record is available giving the amount of customs duty involv: 


or even the total value of the imports for which the importer must account. In additic' 
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the Department does not normally receive adequate information on which to assess the 
importer’s progress in meeting the restrictive conditions. Thus, in circumstances where 
the restrictive conditions may not be met, the Department is unable to take action to 
protect the revenue before further indebtedness builds up. Under the Motor Vehicle 
Tariff Order, 1965 only annual statements are called for and some of these have not yet 
been received for the year ended J uly 31, 1965. 


The Department makes an annual verification of the importer’s records. If the 
restrictive conditions have not been met the amount owing by the importer must then 
be determined by amending some or all of the applicable import entries for the period 
under review. There is usually considerable delay before this is done because verification 
is not normally attempted before statements are received from the manufacturers and 
there is insufficient pressure on the manufacturers to submit these promptly. It is for this 
reason that estimated amounts are used in the specific cases referred to below. 


Comments on certain programs— 
a See aaa beat od Nad ga EO cee 


(1) Files relating to the British Commonwealth Content Regulations which were examined 
during the year revealed that one vehicle manufacturer had failed to meet the terms 
of the specific British Commonwealth production requirements for the 1962 and 1963 
models. Another manufacturer failed with respect to the 1964 models. Because these 
manufacturers had been permitted to import certain parts free of duty, their failure 
to meet production requirements resulted in their being liable to substantial additional 
customs duties under the applicable Customs Tariff items. However, the amounts of 
these additional duties were not calculated precisely by the Department and no demands 
were made on the manufacturers for payment. Under section 22 of the Financia] 
Administration Act the Governor in Council later remitted 94% of the duties in the 
case of the 1962 model year, 84% in the case of the 1963 model year, and 100% in 
the case of the 1964 model year. The amount so remitted was $2.2 million. Of this, 
$755,600 represents the amount remitted, with respect to the 1964 model year, to one 
manufacturer who ceased production early in 1966. 


(2) Order in Council P.C. 1963-1/1544 of October 22, 1963 remits, under section 22 of the 
Financial Administration Act, duties on motor vehicles, and parts imported for use as 
original equipment, to the extent that Canadian content credit was earned by greater 
exports in two designated periods, November 1, 1963 to October 31, 1964 and Novem- 
ber 1, 1964 to January 17, 1965 over the base period November 1, 1961 to October 31, 
1962. These conditional remissions, at times, resulted in deferment of payment of duties, 
a practice which we reported to the House of Commons as being contrary to sections 
22(1) and 79 of the Customs Act (see 1964 Report). The Customs Act was subsequently 
amended to permit free entry of goods, subject to regulations by the Governor in 
Council (1965, ¢.16). Files relating to this Order which were examined during the year 
indicated that four manufacturers were indebted to the Crown at March 31, 1966 
as a result of excessive importations in one or both of the designated periods. The 
automobile manufacturer, referred to above, who had ceased production early in 1966 
was indebted to the Crown in an estimated amount of $470,000 due in part to im- 
ports in the second period of vehicles not normally handled by him. Of this amount 


| $171,000 owing with respect to the second period, November 1, 1964 to January 17, 


1965, was paid on June 28, 1966, and the $299,000 owing with respect to the first 
period, November 1, 1963 to October 31, 1964, was paid on November 23, 1966. 


64 


(3) 


In the past, the concept that duties and taxes be paid at the time of importatio: 
with penalties provided if payment of these duties and taxes was deferred, has bee 
inherent in the Customs Act and Customs Tariff. This concept has been changed und 
the terms of the several motor vehicle tariff concessions with the result that from time | 
time substantial amounts, as referred to above, are owing by certain importers. To th! 
extent the Crown is participating in the financing of automobile production. | 
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The Motor Vehicle Tariff Order, 1965 was approved by Order in Council P.C. 1965-99 | 
of January 16, 1965. This Order permits the duty-free import of completed automobiles, | 
buses and specified commercial vehicles when imported by a manufacturer of the | 
same types of vehicles and the duty-free import of most parts imported for use as 
original equipment in vehicles to be produced in Canada. The Order establishes a base | 
period of August 1, 1963 to July 31, 1964. To earn entitlement to free importation of | 
vehicles and parts, a manufacturer must obtain in future similar yearly periods, a total | 
Canadian value in production costs equal to or greater than that obtained in the base | 
period, and a dollar sales ratio of Canadian-produced vehicles to total sales of vehicles | 
for consumption in Canada which is equal to or greater than the ratio in the base | 
period but not less than 757%. It should be noted that in this Order there is a re- | 
quirement for only a nominal increase in the Canadian value in manufacturing costam 
in any year, but if a manufacturer fails to maintain the total Canadian value of his’ 
manufacturing costs or the sales ratio of Canadian-produced vehicles, he loses all. 
entitlement to duty-free import for that year. In other words, a minor cut-back inv 
Canadian production or an increase in sales in Canada of foreign-built automobiles by) 
the manufacturer could result in a substantial amount of duty being payable by 
him at the year-end. Our examination of the files revealed that an estimated $7.1 
million was owing to the Crown by vehicle manufacturers at March 31, 1966 because 
of failure to meet the required conditions. Included in this amount is an estimated 
$2.4 million owing by the manufacturer referred to previously as having had $755,600 
remitted by the Governor in Council, who owed $470,000 under Order in Council P.C. 
1963-1/1544 of October 22, 1963 and who had ceased production early in 1966. | 
This manufacturer failed in the period ending July 31, 1965 to meet the require- 
ment of the Motor Vehicle Tariff Order, 1965 that his sales ratio of Canadian-produceé 
vehicles to his total sales of vehicles for consumption in Canada be maintained. This 
was partly due to his importation of foreign-built automobiles of another manufacturer 
As a consequence, this manufacturer is indebted to the Crown, under this Order, fol) 
customs duties estimated by the Department at $2.4 million. No demand for paymen’ 
of these customs duties has been sent to the manufacturer by the Department despitt 
the fact that he ceased production of motor vehicles on March 17, 1966. 


This manufacturer did increase the Canadian value of his production costs ant 
substantially increased his dollar sales ratio of Canadian-produced vehicles to his tota’ 
sales of vehicles for consumption in Canada for the next period ended July 31, 1966, 
However, the Order does not provide for a deficit in one period to be offset against — 
surplus in a preceding or following period. | 

The remaining $4.7 million recorded as owing under this Order is due from tw 
other manufacturers and includes $3 million owing by the manufacturer who had faile’ 
under the British Commonwealth requirements for his 1962 and 1963 model year 
It should be pointed out, however, that the records of all manufacturers have not ye 
been checked insofar as production periods prior to March 31, 1966 are concernet 
and there may be additional amounts established as owing by other manufacture: 


when this work is completed. | 


} 
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Under the earlier remission orders a maximum security deposit of $100,000 was 
required of manufacturers. This amount was nominal in relation to amounts sometimes 
established as owing because of failure to meet the required conditions, but the Motor 
Vehicle Tariff Order, 1965 requires no deposit whatever. 


In our opinion, the procedures followed by the Department of National Revenue, 
Customs and Excise Division, in administering the concessions granted to motor vehicle 
manufacturers under the various Orders are not adequate to protect the revenues 
properly accruing to the Crown in the circumstances where the terms of these Orders 
are not met. It is essential that the Department take steps to strengthen its administra- 
tion of these Orders to ensure that the importers concerned do not benefit from 
concessions beyond those set out in the Orders and that revenues due to the Crown are 
promptly collected. 


107. Remissions granted by the Governor in Council under section 22 of the 
Financial Administration Act. Section 22(1) of the Financial Administration Act 
provides that: 


The Governor in Council, on the recommendation of the Treasury Board, whenever 
he considers it in the public interest, may remit any tax, fee or penalty. 


and subsection (8) requires that: 


A statement of each remission of one thousand dollars or more granted under this 
section shall be reported to the House of Commons in the Public Accounts. 


In accordance with this requirement, listings of remissions of one thousand dollars 
or more appear each year in Volume II of the Public Accounts. The majority of these 
remissions pertain to customs duties, excise duties and excise taxes administered by the 
Customs and Excise Division of the Department of National Revenue. The totals of 
the remissions with respect to this Division for which amounts appear in the Public 
Accounts in each of the past three years are as follows: 


BOO Ss WPI D Rah 3 SERED PTL ANNA) Tether Pog fees oF ees $ 12,518,000 
SO ee a tee ate, ee TD OD Bale ek. 40,520,000 
TEE DES 85 2p Ne Beale 6 ae ast one a cae RR a, aR ia 34,826,000 


In addition to the remissions for which amounts are shown, a number are granted 


where the amounts involved are not available or cannot readily be determined. In such 


Cases a narrative description of the remission is included in the Public Accounts. 


The largest group of remissions, in terms of numbers, involves goods or equipment 
imported into Canada on a temporary basis. These remissions amounted to $19.5 million 


_ In 1965-66. In such cases it is the policy of the Governor in Council to remit either the 
_ €ntire amount of the duty, as in the case of certain railway equipment, or that portion 
_ of the duty in excess of a pro-rated amount assessed for each month the imported article 


remains in Canada. This policy is being followed consistently and has the same effect 


48 if statutory provision were made for importation on a duty-free basis or on the 
basis of a pro-rated amount being assessed for each month the imported article remains 
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in Canada. We suggest that consideration be given to suitable amendments to the 


AUDITOR GENERAL’S REPORT 


Customs Act, R.S., ¢. 58, so that such importations may be documented more expedi- | 


tiously, thereby eliminating routine referrals to the Governor in Council. 


Reference is made in paragraph 106 of this Report to certain remissions granted 
to manufacturers of automotive equipment in Canada. 


Two remissions granted during the year have not been included in the 1965-66 Public 
Accounts. The particulars are as follows: 


(1) 


(2) 


Order in Council P.C. 1965-35/1044 of June 10, 1965 remitted the customs duty and — 
excise taxes with respect to a number of claimants whose names are listed in the Order | 
in Council. One of the items listed is a remission of $103,888 covering advertising matter | 
and souvenirs for which the claimant is shown as “Various parties.” This amount has 
not been included in the Public Accounts because the Department is of the opinion — 
that none of the “Various parties” benefited from a remission of $1,000 or more. The | 
Department did not compile a list of these persons, the amount being determined from | 
an adding machine tape of amounts taken from the relative entries. The explanation | 
of this remission as given by the Department is as follows: | 


\ 
As an encouragement to organizations in the United States and other countries to make 

use of Canadian cities and holiday centres for their conventions and meetings, the organiza- © 
tions have been allowed to import free of duty and taxes advertising matter and souvenirs for | 
distribution to persons attending these conventions and meetings. Free entry has been per- | 
mitted subject to approval by the Governor in Council. 

| 

It is the opinion of the Audit Office that the Department lacks authority to permit 
free entry of goods on the understanding that a remission by the Governor in Council 
will be forthcoming. For all practical purposes, the Department was not in a position 
to collect the duties and taxes concerned in the event that the Governor in Council 
had not agreed to grant the remission. In our opinion, if the Department considers it in| 
the public interest that such remissions be granted, it is required to seek and obtain the 
remission before allowing free entry of the goods. | 


The second remission which does not appear in the listing is a remission of sales tax, 
of “approximately $500,000” paid by joint contractors on plant and equipment pur- 
chased for execution of a contract entered into by them. The contract had been entered’ 
into prior to June 14, 1963 the date on which certain plant and equipment, formerly 
exempt, had been made subject to sales tax. The contractors sought relief from payment 
of the tax pointing out to the Department that the contract had been entered into on 
the assumption that the required plant and equipment would not be subject to sales tax 
when purchased. Subsequently, the Governor in Council by Order in Council P.Ch 
1966-17/246 of February 10, 1966 remitted sales tax of $500,695 which had been paic 
by the contractors on plant and equipment purchased by them prior to Novembe) 
1965. The reason this remission does not appear in the Public Accounts for 1965-6 
is because the refund of $500,695 was not made until September 1966. The remissior 
is to appear in the Public Accounts for 1966-67. 


In our view the remission took place on the date of the Order in Council, Febru 


ary 10, 1966 and should have been reported as of that date regardless of the time whiel 


} 


elapsed before the refund was made. | 

f 
There are indications in the files that further remissions of even larger amount 
will be sought with respect to plant and equipment acquired or to be acquired by thes: 
contractors subsequent to November 1965. 
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them in any year. 


108. Failure of provincially-owned mstrumentalities to pay sales tax. Prior to 
March 30, 1966 natural gas used in internal combustion engines was subject to sales tax. 


Normally sales tax on natural gas would be payable by the producer of the gas, 
However, because the greater part of gas purchased by provincial power corporations 
was for a purpose which made it tax-exempt (i.e., heating) the Department of National 
Revenue permitted these instrumentalities to pay directly to the Department tax on 
gas used under taxable conditions (1.e., internal combustion engines). This relieved these 
instrumentalities of the necessity of paying large amounts of tax to their suppliers of 
natural gas and then claiming refunds for the greater portion of the tax so paid. 


In 1963, the Saskatchewan Power Corporation was retroactively assessed sales tax 
on natural gas used in internal combustion engines and gas turbines in its power plants 


since January 1, 1958. Natural gas had actually been used at the plants since December 
1955. 


Although the Corporation had been paying to the Department tax on gas consumed 
in internal combustion engines used on gas transmission lines, it refused payments of 
tax on gas used in the production of electricity. The unpaid assessments against the 
Corporation together with penalties to June 30, 1966 amount to $262,194. 


A similar arrangement, for payment of tax direct to the Department of National 


_ Revenue, was in effect with the British Columbia Hydro and Power Authority and that 


instrumentality paid the tax up to July 31, 1964. With effect from August 1, 1964, the 
Authority refused to pay the sales tax on the grounds that it is not the manufacturer 


_ or producer of the natural gas. 


At the date of this Report the amount owing by the British Columbia Hydro and 


_ Power Authority, estimated to be $112,000, had not been fully assessed by the 


Department, no assessment had been made for gas used for the production of electricity 
by the Saskatchewan Power Corporation during the period December 1955 to December 


81, 1957 and no arrangements had been made for settlement of amounts recorded as 


Owing by the two provincial power corporations. 


109. Possible amalgamation of certain inland customs ports. In the larger centres 


- of population in Canada a great many people live or do business at distances of ten 
Miles or more from the local customs port. In these centres traffic conditions are usually 
Such that in terms of time required to reach the local customs port, it is much less 
| accessible than is a customs port in one of the smaller centres which may be reached 
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from surrounding towns by provincial highways. This gives rise to the question of the 
necessity for inland ports in centres which are in reasonably close proximity to each © 


other. | 
The following is a list of fifteen ports which cost a total of $372,800 to operate in 
1965-66: 


Annual 
Port operating cost Larger adjacent port 
Metons Olt. won cela sole os eailee seat gare ents seine $ 8,000 Guelph, Ont. 
Bowmanville, Ont. .....sccesecccecescrececcccceecs 10,700 Oshawa, Ont. 
Galt Olt. caccc ae oe vie cle Ves Sa cimemreece a” sus cata: 66,100 Kitchener, Ont. 
Georgetown, Ont... sess. seein epee esos sceeset oe. 11,800 Brampton, Ont. 
Hall, Que. 24 codes - ches ob ete ere oee eoneore tee 34,200 Ottawa, Ont. 
Ingersoll, VOMts) she cech pe eewien nen esata ee ei cn 11,100 Woodstock, Ont. 
Vievis, QUesperq-cisurtin mates t ieettemmeat yelet 5-2 RIas si 22,300 Quebec City, Que. 
Newcastle, N.Bi Gevessecctse: os peneen etna uncle 6,200 Chatham, N.B. 
Paris) (ONtA Gio. \suiess este ett etree nereae © sere ae 14,000 Brantford, Ont. | 
Port, @redits sOmta ge caceie cteipoisisione sy aerororeies> oe rece ole 57,000 Oakville, Ont. | 
Se Mary's, Orb. conc. sper cine cis Secs «ss veg ema s 5,500 Stratford, Ont. 
Sackville; INWB. Loreto cccneeerrs or ane mw mores. 5,500 Amherst, NS. 
Thorold, Ones (ccaeet tether i ae ace ee ar 29,600 St. Catharines, Ont. | 
Walkerville, (Qinlie o aidan Aas ROCs cou odo Ono oG.clses nom 85,400 Windsor, Ont. 
Wyolialll, WSs sooasoopeqdoosdcedoouoe duusooboMoNTC 5,400 Kentville, NS. 
§ 372,800 


Most of these ports are within ten and all are within fifteen miles of the larger ad- 
jacent port. There may be other ports in Canada in a similar situation. : 


Responsibility for opening and closing customs ports lies with the Governor in Coun- 
cil who acts on the recommendation of the Minister of National Revenue. The Audit 
Office is not in a position to state categorically that any particular port should be closed. 
However, it is aware of the cost of operating such ports and is of the opinion that, in the 
interest of economy, the necessity for the continuation of ports in this category should be 
reviewed from time to time. Where a port cannot be closed completely, savings might 
result if it were made an outport or a branch of a nearby larger port. : 


110. Misappropriation of public funds at customs port. The statement of losses 
which appears on page 46.32 of Volume II of the Public Accounts for 1965-66 records the 
misappropriation of $6,595 by a former Collector of Customs. Six members of the Collec: 
tor’s staff were also guilty of misappropriating funds totalling $846 but all made full resti 


tution during the year and therefore the amounts are included in the category “Losse. 
| 


occurring within the fiscal year and recovered in Pulls: | 


When it became apparent to the Department that defalcations had occurred, a 
investigation was made into the transactions taking place at the port between April 1 
1964 and September 20, 1965. However, there was evidence that the Collector had bee 
converting funds to his own use since his appointment in 1962. | 

Therefore, in our opinion, the departmental investigation should also have include | 
the transactions from the date of his appointment to March 31, 1964. | 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 69 


111. Children’s allowances pad to members of the Armed Forces serving abroad. 
rs of the Armed Forces posted to a unit 


are qualified for family allowances. 


The annual loss to the Crown because of this double benefit is equivalent to the 
income tax on an estimated $3.3 million of taxable income. 


We drew this apparent anomaly to the attention of the Taxation Division of the 
Department of National Revenue and have been advised that the Income Tax Act, RS., 
¢.148, and Income Tax Regulations will be amended to provide that the deduction per- 
mitted for a wholly dependent child not qualified for family allowances will be limited to 


$300 when children’s allowance has been paid to a member of the Armed Forces on behalf 
of a dependent child. 


112. Inadequate control of stores at northern locations. In our 1965 Report 
(paragraph 104) we referred to unsatisfactory control of and accounting for stores at 
northern locations. Particular reference was made to operations of the Department of 
Northern Affairs and National Resources at Frobisher Bay, N.W.T. We stated that sur- 
veys preliminary to the establishment of a consolidated stores operation for the area had 
revealed that the value of the Department’s inventory there could not be readily deter- 
Mined, that the estimated value of stores on hand was considerably in excess of the 
amount authorized under a revolving fund, and that management and control had been 


| inadequate for a number of years. We also reported that specialists from other govern- 
_ Ment departments had been called in to take inventory and catalogue the stores, 
Teconcile stock records and reorganize the stores layout, and design a stores system to 
_ Meet area requirements. 


Although there has been a considerable improvement in the situation at Frobisher 
Bay in that additional staff has been recruited, revised procedures have been instituted 


and the Department is now operating a consolidated stores system to service other 
_ 80vernment departments in the area, the situation is not as yet fully satisfactory. As at 


October 31, 1966 action to dispose of surplus or obsolete stores had not been taken, the 


_ Value of the stores had not been fully determined, and there had not been any determina- 


tion of the amount of the working capital advance required to finance the stores 
Operation. 


70 AUDITOR GENERAL’S REPORT 


Inadequacies continue to exist at other locations which have not had the benefit 
of a concentrated effort to improve matters such as has been made at Frobisher Bay. 


j 

In its Eighth Report 1966 the Public Accounts Committee, stressing the importance | 

which it attached to the matter, urged the Department “to establish adequate controls 
on all stores in the North with the least possible delay” (see Appendix 1, item 49). 


113. Sale of land to the City of Longueuil, Que. The Surplus Crown Assets Act, RS., 
c, 260, requires that government departments make a report to the Minister of Defence 
Production of property, including lands, surplus to requirements and that “notwith- 
standing any Act or order in council enacted or passed before the 11th day of July 1944, | 
no government department shall dispose of any surplus Crown assets except in accord- | 
ance with this Act”. Although the Act enumerates certain property which need not be’ 
reported, the general procedure is for surplus property to be disposed of through a 
central agency, Crown Assets Disposal Corporation. : 


The Public Lands Grants Act, R.S., c. 224, permits departments to dispose of lands | 
without a declaration of surplus and, as it is later legislation, there appears to be no 
statutory impediment to a policy of direct sale by any department that decides to adopt | 


such a procedure. The result is that in this respect the Public Lands Grants Act could 
seemingly frustrate the ends which the Surplus Crown Assets Act is intended to serve. | 

An instance of a substantial direct sale was observed during the year when the 
Department of Northern Affairs and National Resources disposed of certain lands under 
;ts administration to the City of Longueuil for $870,000 with the proceeds being credited 
to departmental revenue. The transaction, which followed lengthy negotiations, 
culminating in acceptance by the municipality of the Department’s ‘fair market’ 


valuation, was completed under requisite Executive authority. 


{ 
\ 
/ 


The Royal Commission on Government Organization, in its report on “Real 
Property”, recommended that consideration be given to consolidating in a single statute 
legislation having general application to the acquisition and disposal of real property 
The Royal Commission also envisaged the disposal of all surplus property of the Federa. 
Government through a single agency. These recommendations are not included among 
those which have received Executive approval. Their acceptance would remove the choice 
now open in respect of the method of real property disposals which in some circum: 


stances might not serve the best interests of the Crown. 


114. Second class mail. The problem of the loss suffered by the Post Office Depart. 
ment in the handling of mailings by publishers of newspapers and other periodical. 
(second class mail) has concerned the Public Accounts Committee for a number of years i 
the course of which it has continued to recommend that consideration be given to way 
and means of covering this loss (see Appendix 1, item 1). In its Fourth Report 196° 
the Committee stated that: | 


It considers it essential that the Post Office Department or Parliament immediately fin 
ways and means of covering the loss of the Post Office Department in handling second clas 
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mail without this being done at the expense of other classes of mail, keeping in mind how- 
ever the need of assistance to small independently owned newspapers circulating in rural 
areas. 


For the year ended March 31, 1966 the Post Office Department incurred a net operat- 
ing deficit of $34.5 million compared with a net operating deficit of $11.5 million in the 
previous year (see paragraph 223). Of this deficit of $34.5 million, an estimated $28.1 
million resulted from the handling of second class mail. 


The urgency of this problem may be seen from the following figures showing the 
estimated loss in handling second class mail for those years in which this loss has been 
calculated: 


Cost Revenue Loss 
LIS OL SEY he aes cas are oie oh Rb $ 25,200,000 $ 6,300,000 $ 18,900,000 
ese De Lan) a 27,900,000 6,200,000 21,700,000 
PIOI-O2S4 oe AIAN EE a AP , bes, eo 32,700,000 8,000,000 24,700,000 
EUOD-O0 wiser estes Sa irri yes co 36,900,000 8,800,000 28,100,000 


We understand that legislation is to be introduced in the House in 1967 to raise 
second class postage rates. 


115. Allowance to land mail contractors for services not performed. Because of the 
postal strike in July 1965 some contractors were unable to fulfill the terms of their 
contracts for picking up and delivering mail. The Post Office Department in dealing 
with the contractors for the period of the strike adopted a general policy of “no work, 
no pay”. Those contractors who were unable to carry out their duties were required 
to refund to the Department the payments received on their contracts for the period of 
the postal strike less an abatement of 25%. The abatement was granted in order to cover 
in some measure the overhead costs of the contractors. The total abatement was $38,412 
and represents payments for which no services were provided. 


116. Post Office Savings Bank. In our 1965 Report (paragraph 111) attention was 
drawn to a situation where, of approximately 300,000 accounts in the Post Office Savings 
Bank, 200,000 are classified as dormant and unclaimed. Interest applicable to the dormant 
accounts was $67,000 for the year ended March 31, 1966. We pointed out that the 
Department was giving consideration to changes required in order that these unclaimed 
balances might be dealt with in a manner similar to that in which unclaimed balances 
in chartered banks are handled. The Public Accounts Committee in its Fourth Report 
1966 indicated that the Department should bring the matter to a conclusion as soon 
as possible (see Appendix 1, item 36). 


We are advised that the Post Office Department is preparing to recommend 
appropriate changes in the Post Office Act, RAS os DID 


117. Losses resulting from the sale of the “Canada Law Reports”. The Canada Law 
Reports are periodicals covering proceedings of the Supreme Court and the Exchequer 
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Court. They are prepared for the benefit of the legal profession and distributed by the 
Queen’s Printer in two volumes per issue (one for each Court’s proceedings) with ten 
issues per year. 

In accordance with agreements between the Crown, represented by the Registrar of 
the Supreme Court of Canada, and various law societies in Canada, copies are provided 
free of charge to officers and libraries of the societies and to judges and court officers, 
while members of the societies are supplied with copies at an annual rate of $5 per 
member which is payable by the societies. This subscription rate of $5 is based on a 
1962-63 direct printing cost of $4.43 per subscription. It should be noted that this cost 
does not include any costs of compilation, publisher’s overhead, postage or the value 
of services provided without charge by other departments. 


The charge for a subscription sold through the Queen’s Printer’s Sales Promotion 
Division is $15. 


For the year 1965 some 10,100 copies of each issue of the Reports were printed, of 
which some 460 copies were distributed free to government departments and others 


entitled to receive government publications free of charge, some 630 copies were dis- — 
tributed free to law societies, judges, etc., approximately 8,670 were sold at $5 per | 


subscription and 360 at $15 per subscription. The paid subscriptions produced an 
estimated revenue of $48,750. The direct printing costs, which amounted to $99,017, 
equivalent to $9.80 per subscription, were charged to the appropriation (Vote 5) of the 
Department of Public Printing and Stationery. 


On May 31, 1966 the Department of Public Printing and Stationery advised the 
Registrar of the Supreme Court that the printing costs had almost doubled since the 
subscription rate of $5 was set in 1963. He recommended that the price to the law 
societies be set at not less than $10 per annual subscription commencing January 1967. 


The agreements referred to above are on a continuing basis but provide that “either 
party may terminate this agreement at any time, to be effective at the end of the then 


current year, by mailing postpaid notice of such termination to the other party not 


later than the first day of October in that year”. 


As no such notifications were mailed prior to October 1, 1966 by the Registrar of the 
Supreme Court, losses to the Crown from these sales will continue throughout the 


calendar year 1967. 


118. Real property inventory. In 1956 the Treasury Board issued the Crown Land 
Registry Regulations providing among other things for the establishment in the 


Department of Public Works of a central land registry in which every interest in real 


property vested in the Crown, with certain exceptions, was to be recorded. 


In reporting on “Real Property” in 1962 the Royal Commission on Government 
Organization referred to valuable work done by the Department of Public Works since. 


1956 and agreed that an elementary record had been created which covered a substantial 
proportion of government properties. The Commission felt, however, that there were 
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major deficiencies in this record to be overcome before it had real utility from a 
management standpoint. One was that, as in its existing form it provided no more than 


In December 1962 the Department of Public Works was instructed by the Cabinet 
to “develop a complete inventory of properties owned or leased by the Federal Govern- 


acquisitions and disposals as they occur as recommended by the Royal Commission on 
Government Organization”. 


Within a few months the Department had prepared procedures to be adopted to 
establish and maintain such an inventory. The actual accumulation of information 
was to begin by September 1963 and indications of support from the land-holding 
departments and agencies led the Department to assume that the inventory would be 
substantially completed by April 1, 1964. 


In developing the basic information required for the inventory, the Department 
felt that its make-up should be such that it could be the principal tool for rea] property 
Management should the Government implement other recommendations of the Royal 
Commission with respect to property management. Some of the larger land-holding 
departments were reluctant to undertake the compilation of the inventory material 
in the form requested and, despite efforts of the Department of Public Works to simplify 
procedures, did not make significant returns, Accordingly, the Department sought to 
have decisions of the Government in the property management field reached before 
giving further consideration to the material to be inserted in the records. 


Ultimately it was decided to reactivate an interdepartmental committee to develop 
revised real property inventory regulations. These were developed but when submitted to 
the Treasury Board, the Board requested that they be reviewed by a committee 
established in May 1965 to advise the Board on real property matters. Consequently it 
was not until May 1966 that the Real Property Inventory Regulations became effective, 
requiring all departments, departmental corporations or Crown corporations as defined 
in the Financial Administration Act to report for purposes of the inventory all real 
Property holdings, with certain specified exceptions, and changes as they occur, in a 
form prescribed by the Department of Public Works. 


Because of the responsibility of the Auditor General to ascertain whether essential 
records are maintained and the rules and procedures applied are sufficient to safeguard 


_ and control public property, the progress of the Department in further developing the 
_ Teal property inventory will be followed closely and commented on in future Reports. 


119. Disposal of Crown property by long-term lease, Vancouver, B.C. For many 


_ years the City of Vancouver had been interested in acquiring a tract of land owned by 
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the Crown in the Kitsilano area of Vancouver. This land, a part of the former Kitsilano 
Indian Reserve, comprises 41.74 acres which during World War II became the site of 
an RCAF establishment. In 1964, at which time 27 buildings of either concrete block 
or wood frame construction stood on the site, it was no longer required by the Depart- 
ment of National Defence and was turned over to Crown Assets Disposal Corporation 
for disposal. 


An appraisal report prepared for the Corporation at that time placed a market 
value of $3,817,000 on the property, with $1,103,000 being attributed to the buildings, 
market value being defined by the appraiser as the highest price likely to be obtained — 
from a purchaser buying “with knowledge of all the uses and purposes to which it is 
best adapted and for which it is capable of being used”. 


Although a number of government departments and the Canadian Broadcasting © 
Corporation (which wished to acquire 11 acres and five of the concrete block buildings | 
to consolidate its television and radio operations in the area) were interested in the. 
whole or part of the property, a decision was reached to make the property available 
to the City under a long-term lease. By this time the City had plans for the use of part | 
of the property as the location of a Centennial project to take the form of a museum | 


complex. Accordingly the property was transferred to the administration of the Depart-— 
ment of Public Works in order that this Department could make the necessary | 


arrangements. 


When Executive authority for the grant of a lease for a term of 99 years at the: 
nominal rental of $1 per annum was obtained early in 1966, it permitted the City to. 
dispose of the buildings on the site, which it did not require. This arrangement was 
apparently intended to save the Crown the expense of razing the buildings which in 
the opinion of the Department of Public Works added no value to the land because of 
age, condition and type. | 

The transaction is noted because: (a) it would seem that the property was not 
truly surplus to federal needs; and (b) without regard to this aspect, due to the terms of 
the lease, it may in effect be considered as an exception to the general policy stated in 
1964 that “property surplus to federal needs be disposed of on the basis of current market. 
value, the municipality directly concerned having been consulted beforehand to deter- 


mine whether it wished a first opportunity to acquire the property on this basis”. 


120. Incorporation of company by officers of the Crown. Traditionally the creation 


of a Crown corporation is by special Act of Parliament or under authority of a genera. 


Act of Parliament. For example, an amendment to the Department of Munitions anc 
Supply Act in 1940 provided that the Minister might procure the incorporation of 
companies under the Companies Act and delegate powers and duties to them. This 
authority is to be found today in section 7 of the Defence Production Act, R.S., ¢. 62 
which provides in part as follows: | 
7. (1) The Minister [of Defence Production] may, if he considers that the carryin; 
out of the purposes or provisions of this Act is likely to be facilitated thereby, with th 
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approval of the Governor in Council procure the incorporation of any one or more corpora- 
tions for the purpose of undertaking or carrying out any acts or things that the Minister 
is authorized to undertake or carry out under this Act. 


(2) For the purposes of this section, upon the request of the Minister, the Secretary 
of State of Canada may, by letters patent under his seal of office, grant a charter under 
Part I of the Companies Act constituting such persons as are named by the Minister and 


In the absence of a special Act, Parliament may not be aware of the creation of 
a Crown corporation unless particulars are provided by the Government or some item 
in respect of the corporation appears in the Estimates. It should be noted that particulars 
concerning the creation and operations of all Crown corporations incorporated to date 
under the Defence Production Act and certain other Acts have been placed before 
Parliament. 


An exception to this traditional procedure occurred in the case of a company 
incorporated by officers of the Crown on March 7, 1956. On that date a charter was 
granted to the then Deputy Minister, Chief Architect and Secretary of the Department 
of Public Works constituting them a body corporate under the name of the Public 
Works Lands Company Limited under Part I of the Canada Corporations Act, R.S., ¢. 53. 


The Company was incorporated for the purpose of acquiring a leasehold or 
equivalent interest in a property in London, England, title to which was vested in Her 
Majesty the Queen in right of the United Kingdom. This acquisition, however, did 
not take place and consequently the Company was inactive until December 1, 1965 
when the Governor in Council authorized transfer from the Canadian High Com- 
missioner, for a nominal consideration, of two leases known as the “Canada House lease” 
and the “College lease” and the unexpired residue of the terms created thereby to the 
Public Works Lands Company Limited. The transfer provides for the Bank of Montreal, 
@ chartered bank having assets in Britain, to guarantee to the United Kingdom 
authorities payment of the rent and performance of the tenants’ covenants. These 
leases were transferred to obviate the necessity of transferring them each time there 
was a change in the appointment of the Canadian High Commissioner. 


The letters patent issued by the Assistant Under-Secretary of State for Canada 
provide for a capital stock of $3 divided into three shares of the par value of $1 each 
which shall not be transferred to any person other than a person approved by the 
Minister of Public Works of Canada. The purposes and objects of the Company are 
Stated in the letters patent to be to acquire, purchase, lease, hold, improve, manage, 
exchange, sell, turn to account or otherwise deal in or dispose of real or personal property 
or any interest therein. The head office of the Company is to be situated in Ottawa and 
the operations of the Company may be carried on throughout Canada and elsewhere. 
Provision is made that the directors of the Company, when authorized by by-law, 
May from time to time borrow money, limit or increase the amount to be borrowed, 
issue debentures or other securities, pledge or sell such debentures or securities, and 
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mortgage, hypothecate, charge or pledge any or all of the real and personal property, 
undertaking and rights of the Company to secure any such debentures or other 


securities. 


The Company has no books of account, has entered into no financial transactions 
and consequently has produced no financial statements. Such incidental expenses as _ 
occurred were borne by an appropriation of the Department of Public Works. 


This matter is brought to attention because it seems desirable that steps be taken 
to ensure parliamentary control over the purposes for which any Crown corporation 
ss established and over its form of organization and management. 


121. Protracted negotiations for leasing Crown-owned building, Saint John, N.B. | 
In 1950 the construction of a building for customs and immigration purposes at Saint | 
John was completed at a cost of approximately $1,500,000. By 1962 passenger traf- — 
fe at Saint John had diminished to the point where it had practically ceased and | 
about 95% of the building’s space was surplus to needs. Even with limited occupancy, | 
however, annual direct costs of about $110,000 were being incurred, including service | 
costs, a municipal grant in lieu of taxes, and rent for the site which is owned by the | 
National Harbours Board. | 


Following inquiries by the Canadian Pacific Railway Company as to the intended | 
disposition of the building, the Department of Public Works early in 1963 commenced | 
negotiations with the Company for the lease of the building. The National Harbours | 
Board was interested in this development because the Board felt that no arrangement | 
should be concluded with parties whose business operations might cause congestion of | 
access roads leading to harbour facilities, and under a 1958 agreement the building — 
could not be used for other than its originally intended purpose without the consent of 


the Board. 


The National Harbours Board had expressed agreement in 1963 to the Department | 
negotiating with the Company but before the parties had reached agreement the Board — 
in January 1964 suggested that the building be transferred to it under a provision of | 
the National Harbours Board Act, R.S., ¢.187, and that the Board continue negotiations © 
with the Company. The Department agreed to the proposal, which would have relieved — 
it of operating costs, and suggested that the transfer be made with effect from April 1, _ 
1964. This step was not taken, however, because the Board was unwilling to assume- 
responsibility for the building until it had arranged to lease it. | 


By September 1964, having received no indication from the Board as to its intentions | 
with regard to the building, and with permanent need reduced to little more than 1% : 
of capacity, the Department decided in the interests of economy to close it. This | 
eliminated the service costs of approximately $47,000 per annum but not the annual 
municipal grant, in excess of $53,000 in 1965, and the site rental of $4,590 per om | 


payable to the Board. | 


j 
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Early in 1966—three years after negotiations had first commenced—when the 
National Harbours Board had still not reached agreement with the Canadian Pacific 


services. 


122. Eating facilities for Crown employees in public buildings. In 1957 the Treasury 
Board recorded its approval of a statement of policy respecting the installation of eating 
facilities for civil servants in public buildings. In respect of cafeteria installations, the 
statement provided that: 


In general cafeterias will be installed in public buildings only when (a) the civil service 
population is large enough to ensure that the operation can be conducted without any loss 
of public funds; (b) there are inadequate or inappropriate commercial eating facilities in 
the vicinity of the public building or operations are conducted at times when the adjacent 
commercial eating facilities are not available ; and (c) the Treasury Board approves the 
installation. 


The Department of Public Works administers all eating facilities in buildings 
coming under its jurisdiction. Cafeteria facilities are operated by the Canadian National 
Institute for the Blind or recognized employee associations. The C.N.I.B. does its own 
catering while the employee associations must cal] public tenders for a caterer or a con- 
cessionaire to provide the food service. The associations then realize a percentage from 
the caterers’ gross sales. In a few instances, in locations where staff associations were oper- 
ating eating facilities prior to the introduction of the present policy, they are permitted 
to have their own catering staffs. 


Although policy is that cafeteria operations be conducted without loss of public 
funds, they are in fact subsidized on a substantial scale because no charge is made by 
the Department for space, fixed kitchen and serving counter equipment, tables, chairs, 
light, heat, power, water, etc. The extent to which cafeteria operations, as well as 
Numerous canteens, lunch rooms and snack bars, are subsidized cannot be determined 
until the Department completes steps to segregate operating costs by buildings, and in 
this process isolates the cost of refreshment facilities. 


In addition to the facilities administered by the Department of Public Works, four 
Canteens are operated in the Department of National Defence headquarters’ buildings 
in Ottawa. Two are operated by the Canadian National Institute for the Blind, one by 
a Royal Canadian Air Force non-public fund organization, and one by a caterer under a 
long-standing arrangement approved by the Minister. Under agreements, the Canadian 
National Institute for the Blind pays 27% of gross sales and the other two canteens 3% 
of gross sales to the National Defence Headquarters Canteen Committee. The Committee 
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sn turn distributes the funds to the various services and civilian employee associations. 
The prices of items sold in each canteen are periodically adjusted to keep the percentage 
of gross profit in line with that earned in the year 1960. As in the case of the facilities 
provided by the Department of Public Works, these operations are subsidized to the 
extent that the Department provides at no charge, space, light, heat, power, water, etc. 


As the Royal Commission on Government Organization pointed out in commenting 
on food services, it is common practice for industry and commerce to provide meals to 
employees at less than cost, but such subsidies are carefully costed for purposes of 
management control. It is obvious that until the Department of Public Works and the 
Department of National Defence are in a position to ascertain on a continuing basis 
the actual cost of providing cafeteria and similar facilities for government employees, 
management control of a desirable standard will be lacking. 


123. Interest paid on contractor’s claim, Hamalton, Ont. In 1959 the Department of 
Public Works awarded a contract for the construction of the superstructure of the 
Burlington Canal lift bridge. Earlier a contract had been placed for the construction of 
the two piers forming the foundations upon which the superstructure was to be erected, 
and these were scheduled to be available by August 1, 1959. However, the first pier was 
not available until March 1, 1960 and the second until June 1, 1960. A result was that 
the completion of the superstructure, originally planned for March 31, 1961, was delayed 
for over a year. 


In October 1962 the contractor submitted a claim of $157,435 for his additional 
costs attributed mainly to this delay. The claim included $49,029 representing financing 
charges paid on the net funds expended. 


In May 1963 the Department proposed settlement in an amount of $15,469 
representing the only items in the contractor’s claim which were acceptable to the 
Department, plus a 10% allowance. This was in accordance with the standard method 
of determining such compensation, as prescribed in the costing formula used by the 
Crown which specifically excludes finance charges from the cost elements to be allowed 
and provides that such charges are to be covered by the 10% allowance. 


The contractor refused to accept this settlement and proceeded to take his case 
directly to the Department of Finance and the Department of Justice. This culminated 
two years later in his furnishing the Department of Justice in September 1965 with a 
schedule summarizing the financing charges or interest he had paid out on the net funds 
expended on the contract, reduced from $49,029 to $42.537. The Department of Justice 
advised the Department of Public Works that since in their view damages for breach 


of contract could be established in at least the amount claimed, they recommended 
settlement. 


Although the contractor stated that the figures could be verified by an audit, this 
step was not taken by the Department. The total claim was finally paid on November 
19, 1965 in the amount of $58,006. 
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124. Additional costs due to cancellation of work and construction delays, Frobisher 
Bay, N.W.T. In 1962 the Department of Publie Works awarded a contract at a price of 
$3,711,000 for the construction of various buildings and services at F robisher Bay 
primarily for the Departments of N ational Health and Welfare and of Northern Affairs 
and National Resources. The main elements of the contract, first phase of a two-stage de- 
velopment, were a hospital, a water treatment plant, a utilidor and piping system, ware- 
housing, roads and parking areas, ete. Provision was also made for site clearing and stock- 
piling of crushed rock for the second phase of the development. 


The contractor had included in his tender an amount of $627,000 for the work re- 
lated to phase two, which was estimated to involve the excavation of 160,000 cubic yards 
of rock and 18,000 cubic yards of earth, and the stockpiling of 46,000 cubic yards of 
crushed rock. At the time that he was requested to suspend work on this element of his 
undertaking, 117,450 cubic yards of rock and 20,800 cubic yards of earth had been exca- 
vated and 1,651 cubie yards of crushed rock stockpiled. A credit of $78,472 was negotiated 
for the work not proceeded with, the amount being limited because it was recognized that 
at this point the contractor had absorbed a major portion of the cost. Camps had been set 
up and the required men, equipment and materials assembled at the site. Due to high 
shipping costs, much of the unused material was abandoned. 


The final cost of the contract awarded at a price of $3,711,000 in 1962 was $3,995,000, 
including extras, the credit of $78,472 referred to above with respect to uncompleted 
work, and a claim for extra costs settled in the amount of $221,252. Of this latter amount, 
$114,747 related to a work stoppage while the effect of the withdrawal of the United 
States forces was weighed and plans revised. The balance of the claim, $106,505, was 
attributed to delays in connection with the relocation of the utilidor and provision of hot 
water for starting up and testing the water treatment plant, and to increased overhead 
expenses resulting from the overall delay in completion. 


125. Additional cost due to delay in acceptance of tender, Charlottetown, P.ELI. 
The Department of Public Works advertised for tenders for the construction of an office 
and stores building and a heating plant for the Department of Transport at Charlotte- 
town. 


The final date set for the receipt of tenders was September 15, 1965 and the lowest 
tender received was for $604,782 which was substantially higher than the Department 
of Public Works had expected. 
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As a consequence, considerable time was consumed in verifying that the price would 
be acceptable to all concerned, including the Treasury Board whose approval of a con- 
tract for $604,782 was not obtained until November 15, 1965—one day beyond the sixty- 
day period during which a tenderer is bound to enter into a contract if his offer is ac- 
cepted. The tenderer was then asked on the following day if he would be prepared to 
enter into the contract at the price of $604,782 if it was awarded without further delay 
but he replied that it would be necessary to increase his price by $39,182, bringing the 
total cost to $643,964. He explained to the Department that the increase was largely 
due to the increased cost of labour caused by the implementation of the Canada Pension 
Plan, additional winter heating and protection and risk of delay due to inclement weather, 
together with extra cost involved in foundation works and piling to be carried out in mid- 
winter and also increases in the prices of certain sub-contractors. 


The Department of Transport stated that the accommodation was urgently required 
and that it appeared improbable that any price reduction would result from another 
tender call in 1966 so the Treasury Board approval of the contract in the amount of 
$643,964 was sought and obtained on December 22, 1965. 


Failure to accept the original tender within the sixty-day period therefore resulted 
sn an additional and non-productive cost of $39,182. 


126. Test borings which proved to be inadequate. Before calling tenders for projects 
involving the removal of either soil or rock on land or below water it is the practice of 
the Department of Public Works to make test borings of the area and then to indicate 
to prospective tenderers the nature of the terrain involved. The Department maintains @ 
test-boring unit consisting of about 30 employees which undertakes approximately one- 
third of the annual test-boring workload. The remaining two-thirds of the work is per- 
formed under contract by specialists in the field. 


Sometimes it later becomes apparent that the test borings did not give a true 
picture of the sub-soil conditions and for that reason the Department has incurred 
substantially larger expenditures than had been anticipated. These expenditures include 
the additional costs which have to be incurred in order to meet the actual conditions as 
well as non-productive costs which are sometimes incurred, principally because jobs are 
delayed while plans are revised. 


When discussing before the Public Accounts Committee the consequences of borings 
which prove to be inadequate, departmental officials were emphatic that the incidence of 
such cases was very small in relation to the total number of jobs undertaken, and that 
to increase the number of borings made in each case would result in considerably greater 
expense than is now being incurred as a consequence of borings proving to have been 
inadequate. 


We have been informed by the Department that it has not kept statistics of the 
number of instances in which borings have been inadequate in relation to the total 
number of jobs undertaken by the Department. Lacking this information, we are unable 
to make an assessment of the situation in numerical and financial terms. 
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In the course of the audit the following cases were noted where test borings which 
proved to be inadequate resulted in costs exceeding estimates by substantial amounts 
and/or non-productive expenditures during the year: 


1. Willow Cove, N.'S—In 1963 the Department gave consideration to harbour improvements, 
including the dredging of an entrance channel and mooring area, at Willow Cove. 


Test borings in a pattern generally followed in the area were made by the Department 
in order to estimate the nature and quantities of materials to be removed by dredging. 
On the basis of these test borings, the Treasury Board in June 1964 authorized the award of a 
contract in an estimated amount of $133,360, the unit prices of the successful tenderer being 
$20 per cubic yard for the “Class A” boulders and $1.68 per cubic yard for the balance. 


Because the test borings were totally inadequate to accurately reflect the nature of the 
material to be removed, the boulder content was greatly underestimated. In order to complete 
the job, it became necessary to seek Treasury Board authority to increase the amount of 
the dredging contract three times in 1965: in March by $197,908, in May by $93,995 and 


The point of concern here is that the Treasury Board, acting on incorrect information, 


approved a project’ which it might not have been prepared to approve had the real cost 
been known to it, 


costly. In view of these factors and the private investment being made in facilities which 
the harbour improvements would service, it was considered advisable to have the contractor 
continue his operations and in the interim endeavour to reach a fair price. Through further 
negotiations a rate of $34.91 per cubic yard was agreed upon as being reasonable for the 
“Class A” boulders in excess of the contract estimate. 


2. St. John’s, Nfld—In 1961 the Department entered into a contract for harbour improvements 
(North Shore) at St. John’s. Part of the project involved the dredging of an area 
in which test borings gave no indication of the presence of rock. It later became apparent, 
however, that at one location within the limits of the work, rock strata lay above the 
designed dredging depth. The removal] of this outcrop upset the scheduling of some of the 
contractor’s other operations and he submitted a claim for additional compensation, contend- 
ing that certain equipment could have been released from the site considerably earlier for 
use elsewhere if the unforeseen conditions had not been encountered. During the year he 
was paid $65,291, comprising $63,120 for equipment rental costs involved in a three-month 
extension period and an allowance of $2,171 for overhead. 


3. Victoria, B.C.—In 1963 the Department awarded a contract for the construction of a forest 
research laboratory for the Department of Forestry at Victoria at a fixed price of $2,399,000. 
The cost of the building completed during the year, including extras, was $2,622,000. 

Test borings were made at the site by a private firm. This firm had been requested 
by the Department to drill 12 holes at locations shown on a departmental plan but during 
excavation by the contractor it was found that the bore holes, due to their spacing of up 
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to 100 feet apart, had not truly indicated the rapid changes in rock elevations. Further 
drilling in a particular area showed actual rock elevation to be 10 feet below that earlier 
indicated. As a result it was necessary to redesign the foundations. 


During the year the contractor was paid an amount of $23,913 to compensate him 
for costs incurred when a delay of two months resulted because of the substantial difference 
between site conditions as specified and as actually encountered. The firm which had made 
the sub-soil tests admitted to some ambiguity in their report but stated that this was due 
to their being unaware that the building was to rest directly on bed-rock; had they been 
aware of this they would have recommended a more detailed rock profile. 


4. Riviere du Loup, Que.—In July 1963 the Department awarded a contract at a price of 
$677,000, based in part on fixed unit rates for estimated quantities, for a new wharf with 
services and accessories at Riviére du Loup. The project was completed in 1965 at a cost 
of $859,000, the increase of $182,000 being due primarily to changes in the scope of the 
work caused by bed-rock elevations and overlying material not being as indicated by test 
borings. 


As this necessitated a major change in the plans the contractor was asked to suspend 
his work in November 1963, and he agreed to make no claim in that regard provided he 
were permitted to resume his operations by April 1, 1964. As he was not instructed to 
resume operations until April 28th, he submitted a claim for standby rental of equipment, 
wages and insurance for April 1964. This was settled in the amount of $14,098 in February 
1966. 


127. Preliminary costs for abandoned wharf project, St. George’s, Nfld. In 1963 the 
Provincial Government and a Newfoundland paper company asked the Department of 
Public Works to give consideration to the construction of a wharf at St. George’s to 
facilitate the export of pulpwood. The company stated that it expected to export a 
considerable quantity of wood over a period of years and there was a possibility that 
others would use the wharf for the same purpose. 


As it seemed likely that a wharf would be used extensively and produce a good 
return through wharfage tolls, the Department incurred expenses for surveys, soundings 
and soil investigation during 1964 and engaged a firm of consultants to prepare plans and 
specifications for the project which it was estimated would involve an expenditure of 
about $650,000. 


However, before any construction had been undertaken, the company informed the 
Department in February 1965 that the situation had changed completely as a result of 
a recent announcement by the Provincial Government concerning the establishment of a 
mill for the processing of pulpwood by another company. They advised the Department 
that this would result in a drastic curtailment or entire elimination of the exports they 
had forecast, hence the wharf would not be required. 


Direct costs of $20,177 for preliminary expenses had been incurred by the Depart- 
ment in connection with the project before it was abandoned. 


When building facilities to provide a service to be used chiefly for transporting 4 
particular commodity, it is customary for the railways of Canada to require the guarantee 
of a certain minimum traffic before proceeding with the additional investment required. 
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Had the Department protected the Crown with such a guarantee prior to embarking on 
the $650,000 expenditure program, the loss of $20,177 to the Crown could probably have 
been avoided. 


128. Costs of leased special-purpose accommodation assumed by Department of 
Public Works. In 1957 the Treasury Board, recognizing that there had been some incon- 
sistency of practice as to which department should pay building construction costs, laid 
down certain general rules to be followed. The Board felt that generalized office space, 
including post offices, federal buildings and other office accommodation which, while 
immediately required for a specific department, might during its life be used by other 
departments of the Government, should be provided for in the estimates of the Depart- 
ment of Public Works. On the other hand, excepting in the Ottawa area, it was felt that 
provision for specialized accommodation required by individual departments should be 
made in the estimates of the user department. 


While this policy has been followed with respect to construction costs, an anomalous 
situation appears to exist in that when the Department of Public Works leases special- 
purpose accommodation for another department, whether in the Ottawa area or elsewhere, 
there is no assessment against the department concerned. An example is the provision of 
leased accommodation for the Queen’s Printer’s bookstores in Halifax, Montreal, Toronto, 
Winnipeg and Vancouver at a total annual rental of over $100,000 charged to Vote 5 of 
the Department of Public Works. In this connection it was the view of the Royal 
Commission on Government Organization that the bookstores should be expected to 
operate on a sound financial basis by requiring them to budget and pay all costs out of 
revenue. 


129. Funds not accounted for by former officers. In our 1965 Report (paragraph 124) 
we noted that the statement of losses in the Public Accounts for 1963-64 had included 
items of $912 and $470 attributed to “misapplication of, or omission to account properly 
for, public funds”. These losses were established by the Royal Canadian Mounted Police 
as having been caused by the failure of two of its officers to properly account for public 
moneys in their charge. It was stated that the officers involved had been compulsorily 
retired on pension “to promote efficiency”, the pension in one case being reduced, under 
@ provision of the Royal Canadian Mounted Police Pension Continuation Act, to relate 
to the period of satisfactory service prior to the time of misconduct. 


It was further pointed out that when the R.C.M.P. had sought to collect the amounts 
of the two losses by pension deductions, and had asked the Department of Justice to 
consider a reference to the Treasury Board in order that the losses might be discharged 
in this manner, the Department had advised that the material assembled by the Force 
did not establish that the two former officers “are indebted to Her Majesty in right of 
Canada within the meaning of section 95(1) of the Financial Administration Act and 
that, in any event, there is no specific sum within the meaning of that section”. 
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Consequently, although the Royal Canadian Mounted Police was satisfied that the 
losses had occurred and in the circumstances had compulsorily retired the offenders, no 
recovery will be effected from the officers’ pensions. 


130. Deficit on inspection services. The Standards Branch of the Department of 
Trade and Commerce is responsible for the administration of the Gas Inspection Act, 
RS., ¢.129; the Electricity Inspection Act, R.S., ¢.94; and the Weights and Measures 
Act, B.S., ¢.292. As authorized by these statutes, fees are charged for the related inspection 
services. Two of the statutes specify that fees are to be regulated so as to meet the cost 
of carrying these Acts into effect and, although the Weights and Measures Act does not 
explicitly require revenues from fees to match the cost of the inspection services, it is 
our view that they should do so. 


In our 1965 Report (paragraph 126) we pointed out that direct costs of administra- 
tion of these statutes had exceeded revenues for a number of years and recommended a 
complete reassessment of the rate structure in order to recover, to the extent possible, 
the total cost of the services. There has been no reassessment and, for the year ended 
March 31, 1966, direct costs of administration exceeded revenues by $735,000. These costs 
include only salaries and expenses of district offices. The inclusion of the costs of operating 
a laboratory, of branch administration and of services provided by other departments 
would increase the deficit to an estimated $1,710,000; consequently, a reassessment of 
the rate structure is overdue. 


131. Purchase of uranium concentrates without prior approval of Parliament. For 
the past three years the Treasury Board, with the approval of the Governor in Council, 
has granted authority for Eldorado Mining and Refining Limited to purchase and 
stockpile uranium concentrates for the Government of Canada. Each year funds for the 
purchase of the concentrates were provided by a “Loans, Investments and Advances” 
appropriation of the Department of Trade and Commerce. At December 31, 1965 the 
Company was the custodian of concentrates costing $33,012,000. 


On August 18, 1965 the Treasury Board instructed Eldorado Mining and Refining 
Limited to purchase and store additional uranium concentrates for the stockpiling 
program but, since no parliamentary appropriation existed at the time for the purpose, 
the Company was further instructed to use its own funds. The Company was informed 
that it would be reimbursed, with interest, following approval by Parliament of an 
item to be included in the Supplementary Estimates 1965-66. The item was included 
in the Supplementary Estimates Vote L77d and $12,375,000 became available on 
February 8, 1966 when Appropriation Act No. 1, 1966 was assented to. Accordingly, on 
February 15, 1966 the Company was repaid the $9,520,000 which it had expended. 
Interest amounting to $96,000 was later paid. 


Section 30(1) of the Financial Administration Act provides that no contract pro- 
viding for the payment of any money by the Crown shall be entered into or have any 
force unless the Comptroller of the Treasury certifies that there are sufficient funds 
available out of a parliamentary appropriation or out of an item included in estimates 


| 
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before the House of Commons. By instructing Eldorado Mining and Refining Limited 


centrates for which the approval of the funds was being sought had, in fact, been 
purchased several months earlier. 


by the Crown. 


The Public Accounts Committee, in its Highth Report 1966 (see Appendix 1, 
item 45) recommended that the Department. of Transport take immediate steps to 
introduce the necessary legislation so that the Crown may be protected from such costs 
in future. We have been informed that the Department intends to include such a 
proposal among others for amendments to the Canada Shipping Act, RS., ¢.29, which 
are now being prepared. 


133. Continuing federal assistance to imtra-provincial ferry service. In our 
1963 and 1965 Reports attention was drawn to the continuing outlay by the Department 
of Public Works with respect to ferry landing facilities to service intra-provincial ferries 
despite the general policy of the Department and the Treasury Board to regard such 
facilities as a provincial responsibility. 


During the year a similar case involving funds of the Department of Transport was 
noted which had its origin in 1960. In that year the Federal Government built an 
auto ferry for the Portugal Cove - Bell Island service in Newfoundland at a cost of 
$1,170,000. The vessel was chartered to the company holding the provincial franchise 
for the operation (see paragraph 102 of our 1962 Report). 


Soon after the new ferry commenced operations it became apparent that the 
existing terminals were inadequate for its purposes and that under certain conditions 
its safety was endangered. Although the Federal Government maintained that the pro- 
vision and upkeep of the terminals were provincial responsibilities, the Province took 


the stand that, as the Federal Government had unilaterally undertaken to provide the 
- Service, which had not been asked for by the Province, there was no obligation on the 
Part of the Province to provide the terminals which it regards as part of the service 
volunteered by the Federal Government. 


In order that the service could continue without hazard, repairs and modifications 


“of the terminals were made during the period 1961 to 1963 at a cost of $165,816, which 
_was charged to Department of Transport appropriations. In November 1965 a contract 
was awarded by the Department of Public Works on behalf of the Department of 
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Transport for improvements and repairs to both terminals at an estimated cost of 
$287,835 of which $98,849 was incurred to March 31, 1966. The expense was charged to 
a specific item for “Bell Island - Portugal Cove, Newfoundland, ferry service—repairs and 
improvements to terminal facilities owned by Newfoundland”, included in the Estimates 
Details for Department of Transport Vote 20b. 


134. Additional cost due to construction delay, Swift Rapids on the Severn River, 
Ontario. In October 1963 the Department of Transport entered into a contract for the 
heavy construction portion of a new navigation lock to replace an outdated marine 
railway at Swift Rapids. In January 1964 a contract was awarded for the steel require- 
ments of the project, involving the design, supply and ‘nstallation of lock gates, valves, 
operating machinery, controls, embedded parts and miscellaneous equipment. 


The first contract called for operations to be scheduled to permit the marine railway 
to be operated during the summer of 1964 and for completion of the work by June 30, 
1965. The contractor’s schedule which was accepted by the Department indicated that 
the secondary concrete pours, into which certain parts of the steel work were required to 
be embedded, were to be made between May and November 30, 1964. 


In December 1963, on learning that the tender call for the steel contract made no 
mention of his accepted construction schedule, the general contractor had requested that 
conformity to his schedule be made a condition of the steel contract. In spite of this the 
contract for the steel portion did not call for completion until May 1, 1965. Subsequent 
negotiations by all concerned resulted in a revised schedule which indicated completion 
of the secondary concrete pours by December 30, 1964. 


Due to a strike in the steel industry, the steel contractor was unable to meet the 
revised schedule and was forced to repeatedly postpone delivery dates of parts to be 
embedded so that the general contractor found it necessary to operate his concrete plants 
and nearly all his equipment from December 30, 1964 to June 30, 1965, primarily to 
accommodate the steel contractor. 


The general contractor contended that because of the Department’s failure to 
consider his already accepted schedule at the time of the award of the steel contract, he 
was entitled to claim, under a contract condition providing for full compensation in the 
event of extra expense, loss or damage directly attributable to neglect on the part of the 
Crown. The Department recognized the net additional cost to the contractor between 
January and June 1965 as a valid claim and accordingly paid him $200,824 in settlement. 


A recent change in departmental policy is to let one contract instead of two for work 
of this nature, thereby placing the responsibility for work scheduling with the prime 
contractor. 


135. Additional cost arising from an exchange of ship construction contracts. In 
January 1965 the Department of Transport entered into a contract for the construction 
of an icebreaking, rail car, automobile and passenger ferry for service in the Northumber- 
land Strait at a price of $13,199,000. 
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The Department regarded it as a matter of paramount importance that the ship be 
operational by the late summer of 1967 if facilities were to keep pace with the 
growth in traffic. Consequently, the contract called for delivery of the vessel in June 1967. 
By September 1965, however, the company had not commenced construction and the 
Department concluded that not only would the contractor be unable to meet this delivery 
date due to the volume of work within the shipyard and design deliberations by the 
Department, but that it was unlikely that any date in 1967 could be met. 


Also in September 1965 the Department was authorized by the Treasury Board to 
enter into a contract with another company for the construction of an icebreaking, buoy 
tending and supply vessel for the Gulf of St. Lawrence service at a price of $10,231,000. 
This price, lower than the company’s tender, was a negotiated one based on the tender 
of the same company which had been awarded the contract for the Northumberland Strait 
ferry. This lower tender had not been accepted because the Department felt that the 
facilities of the company involved were inadequate to construct simultaneously the ferry, 
the Gulf service vessel and an Arctic patrol icebreaker, for which it also had the contract. 


In seeking to ensure delivery of the ferry vessel in 1967, the Department approached 
the two companies with the proposal that the contracts for the ferry vessel and the 
Gulf icebreaker be exchanged. They were agreeable and the ferry vessel is to be com- 
pleted not later than September 27, 1967. However, the company receiving the icebreaker 
contract presented a case for an additional amount due to the fact that its original tender 
of $10,231,000 had not provided for administrative costs since it was intended that 
the ferry contract and other existing contracts would absorb the company’s total 
administrative costs. The surrender of the ferry contract made this impossible. The 
final result was that in addition to receiving the contract for $10,231,000 the contractor 
was paid $200,000 as recompense for a portion of the administrative overhead which 
could not be absorbed because of the transfer of the ferry contract. 


The company receiving the ferry contract at $13,199,000 had originally bid $171,000 
less for that contract but had failed to obtain it because it had provided in its bid 
for escalation on materials and other conditions not in accordance with the specification 
requirements. 


136. Additional costs due to contract cancellation, Trois Riviéres, Que. In August 
1960 the Department of Transport entered into a contract with the lowest tenderer, 
whose bid was $461,983, for the construction of a runway, a parking area, a connecting 
_ taxiway and an access road at the Trois Riviéres airport. 


The contract was completed on schedule by October 31, 1961 at a total construction 
cost of $591,049 but only after the contract had been taken out of the hands of the 
original contractor in June 1961 and given to the second lowest tenderer to complete. 


Although the original contractor was somewhat ahead of schedule in December 1960 
when work was suspended for the winter months, a number of contentious points had 
arisen between the Department and the contractor, including failure to agree on 

Measurements of excavation and drainage material. Following a quantity survey made 
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by the Department to resolve the measurement dispute, the contractor was notified 
on May 18, 1961 that the site had been suitable for working for some days and that 
he should resume work. When he did not do so before June 1, and efforts to com- 
municate with him had been unsuccessful, he was given notice in accordance with the 
terms of his contract that if he failed to put an end to default and delay in diligently 
executing the works on or before June 12, it would be taken out of his hands. 
Although work was apparently resumed on June 12, the contractor was informed two 
days later that his contract had been terminated and that agreement had been reached 
with another contractor for the completion of the work. 


The Department endeavoured to invoke the performance bond provided by the 
contractor but the bonding company refused to accept any responsibility, contending 
that the bond became invalid when, without prior reference to it, the contract was 
cancelled by the Department and the completion of the work entrusted to another 
contractor. 


The original contractor sued for work completed up to the time he was ordered 
off the site and for damages sustained as a result of the cancellation of the contract. 
Counter-suit was brought against him for the additional costs incurred in having the 
contract completed by another contractor. 


In November 1965 the Exchequer Court of Canada ruled in favour of the contractor 
in respect of both suit and counter-suit, and awarded him an additional $28,594 for 
work performed to December 31, 1960 and $4,500 in damages. The Court found, inter alia, 
that (1) the notice of June 1, 1961 had been waived by subsequent actions of depart- 
mental officials, (2) he had not been in default, and (3) the notice of cancellation of 
June 14, 1961 had lacked proper authority. 


Consequently, the cost of the undertaking, which on the basis of final quantities 
would have been $462,433 if the original contractor had proceeded with the job to 


completion, can be expected to be in excess of $625,000 after payment of the Court 
award and associated costs. 


137. Settlement of damage claim, Grande Prairie, Alta. On January 26, 1962 the 
airport maintenance staff at Grande Prairie were engaged in snow clearing operations on 
the airport’s runways and aircraft manceuvring areas. This was made known to intended 
users of the airport. An aircraft which was landing struck a snow ridge close to the 
approach end of the runway. The impact resulted in the collapse of the undercarriage 
causing damage for which $69,785 was sought as compensation. | 


The owners of the aircraft maintained that the presence of the snow ridge and the 
failure to remove it or warn the pilot of its presence on the runway he had selected for 
the landing represented negligence. The Department’s view was that the pilot was 
negligent in that he did not exercise necessary precautions and good judgment while 
landing his aircraft under the conditions prevailing at the time. He knew that snow clear- 
ing operations were being carried out, and should have known that he could expect an 
accumulation of snow within the runway approach area. It was also felt that he should 
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have questioned the serviceability of the threshold area when, on final approach, he 
noted snow fighting equipment within its immediate Vicinity, and that he should have 
taken the same preventive measure, landing well down the runway, that he had taken 
on landing on another runway at the same airport earlier in the day. 


In March 1966 the Department of Justice informed the Department of Transport 
that the aircraft owners had agreed to forego court action and give the Crown a full 
release in consideration of the payment of $26,000, the terms of Settlement to include 


Board approval. 


138. Cost of failure of vessel to complete voyage. The Department of Transport 
entered into a contract in 1962 for the shipment of cargo to Pangnirtung, Baffin Island. 


Late in September, before repairs had been completed, the shipping company informed 
the Department that it was unable to obtain insurance for a northern trip at that late 


be delivered currently to Pangnirtung, the company was informed that a ship of the 
Department’s coast guard service would be sent to pick up the cargo. 


recovery from the shipping company of any expenses incurred in connection with the 
matter. 


As the disabled ship had been taken in tow with government cargo aboard, the 


Crown also found itself liable for $12,726 as its share of the salvage award in accordance 
with international marine law. 


As directed by the Treasury Board, the Department pursued the question of recovery 
of expenses with the Department of Justice in 1962 and again in 1964 after payment of 
he Salvage award. In July 1966 the latter Department gave its opinion that as the 
‘hipping documents did not specify that the cargo be delivered in 1962, the Department 
tf Transport had no valid claim against the company. As recovery will not be made, it 
S now evident that the outlay of $35,802 with respect to the freight charge and the 
alvage award represents a non-productive cost. 
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139. Cost of delay in construction of a tie-up wall, Carillon Lock, Ottawa River. 
In 1964 the Department of Transport entered into a contract for the construction of a 
tie-up wall at Carillon Lock on the Ottawa River. The specifications provided for the 
placing of a cofferdam in the channel downstream from the work area and the de-watering 
of the area between the cofferdam and the breast wall of the lock in order that the wall 
might be constructed in the dry. However, the specifications did not disclose the existence 
of a system of rock drains in the breast wall which discharged water into the work area. 
This was discovered by the contractor when he obtained from the Department drawings 
of the breast wall structure after his de-watering efforts had been unsuccessful. He 
advised the Department by letter in May 1965 that he believed the departmental 
engineers “had a duty to at least look at the drawings of the south entrance wall before 
specifying it be used as a cofferdam and that in not doing so they were negligent within 


the meaning of the specifications”. 


The Department did not dispute this and the contractor was paid $7,358 to 
compensate him for costs attributed to the delay of approximately four weeks in his 


work. 


140. Awards under the Pension Act. Our Reports in prior years have made reference 
to inconsistencies and ambiguities in the Pension Act, R.S., ¢.207, that have made it 
difficult to determine whether awards were in conformity with the provisions of the Act, 
particularly those eranted on a discretionary and compassionate basis and to persons in 
a dependent condition. The Public Accounts Committee in its Bighth Report 1964 made 
recommendations designed to overcome these shortcomings (see Appendix 1, item 25), 
including: (1) that the “specially meritorious” circumstances under which an award can 
be made, be defined; (2) that the ambiguities and snconsistencies in the Act relating to 
payment of multiple pensions on the death of a member of the forces and awards te 
widowed mothers not incapacitated from earning a livelihood be eliminated; (3) that 8 
new section be added to the Act to cover deliberate disposal of property for the purposé 
of qualifying for a dependent parent award; and (4) that consideration be given to the 
legality of the award of a second pension to a dependent parent after entitlement hac 
been lost in respect of another child. 


The Minister of Veterans Affairs wrote to the Chairman of the Public Account 
Committee on March 3, 1965 but the Committee has not yet considered his comments 01 


its observations and recommendations. 


The 1965 Report made reference to the appointment in September 1965 of | 
committee of three persons not connected with the Department of Veterans Affairs 0 
the Canadian Pension Commission for a survey of the organization and work of th 
Canadian Pension Commission and for preparation of a report and recommendation 
thereon to the Minister of Veterans Affairs. Included in the field to be studied is th 
interpretation of such sections of the Pension Act as, in the judgment of this committe: 
should be considered. The report of the committee has not yet been received. 
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The Pension Act has not been amended to overcome the inconsistencies and ambigui- 
ties which we have referred to in prior Reports. Consequently, in our examination of 
pension awards during the past year, it remained difficult to ensure that awards were in 
conformity with the provisions of the Act. 


Clarification of the Pension Act is particularly necessary because the usual checks 
provided for the protection of the Crown do not operate with respect to it. Section 5(1) 
reads as follows: 

5. (1) Subject to the provisions of this Act and of any regulations, the Commission 
has full and unrestricted power and authority and exclusive jurisdiction to deal with and 
adjudicate upon all matters and questions relating to the award, increase, decrease, 
suspension or cancellation of any pension under this Act and to the recovery of any over- 
payment that may have been made; and effect shall be given by the Department and 
the Comptroller of the Treasury to the decisions of the Commission. 


Not only are the Department and the Comptroller of the Treasury, in fulfilling 

_ their functions with respect to the payments of pensions and recovery of overpayments, 

thus barred from taking their normal part in protecting the Crown but the advice of 

the Department of Justice is not available in the interpretation of the conflicting 
_ provisions of the Act. 


| 141. War veterans allowances. In prior years’ Reports, various comments have been 
made on the administration of the War Veterans Allowance Act, R.S., ¢.340, including 
_ the fact that penalties under the Act and its Regulations for false or misleading statements 
or incomplete disclosure were seldom enforced; awards, although based ostensibly on 
| need, did not take into account as personal property, equities in mortgages and agreements 
for sale; and income of children involved in an award was treated as exempt income in 
the calculation of an allowance even though the recipient might have qualified for 
increased allowance by considering such children as dependents. 


The Public Accounts Committee reviewed these comments and recommended in 
its Eighth Report 1964 (see Appendix 1, item 26) that all cases of deliberate deception 
that come to notice be vigorously prosecuted; that mortgages or agreements for sale 
be recognized as either personal property or an interest in real property and that a reason- 
able return on these equities be assumed; and that where the presence of a child is the 
reason for an award at married rates, the income of the child, unless exempted under the 
Act, be taken into account in determining the amount of the award. 


_ The Minister of Veterans Affairs wrote to the Chairman of the Public Accounts 
Jommittee on March 3, 1965 but the Committee has not yet considered his comments 
‘oncerning its observations and recommendations. 


In June 1965 the War Veterans Allowance Regulations were amended to provide 
hat where a recipient has sold real property and the sale is not wholly for cash, the 
rincipal and interest payments received in any year under a mortgage or agreement 
or sale in respect of the property shall be considered as income. Additionally, where the 
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payments are deemed to be inadequate or so arranged as to qualify an applicant for an 
allowance under the Act, a fair and reasonable return will be assessed. 


Examination during the past year disclosed 32 overpayments involving $63,700. 
Although many resulted from inadequate or fraudulent information provided by the 
veteran, in no case were the penalties under the Act and its Regulations enforced. One 
particularly large overpayment involved a veteran who was paid an allowance from 
January 16, 1956 to June 30, 1965 although we were able to establish that he had been 
continually employed from July 4, 1956. In the period he had been interviewed five times 
during which he denied any gainful employment and had twice filed a solemn declaration 
to this effect. He had been last interviewed in November 1962. An undertaking was 
obtained from the veteran who was 65 years old to refund the overpayment, $14,579 
including the value of free medical treatment, in monthly instalments of $32. 


142. Recoverable costs—treatment of patients, staff meals and accommodation, etc. 
For some years the annual appropriation of the Department of Veterans Affairs for 
Treatment Services—Operation of Hospitals and Administration has included authority, 
notwithstanding the Financial Administration Act, to spend revenue received during 
the year for hospital and related services, with the amount voted being the net of 
estimated expenditure less estimated revenue. It should be noted that only the net 
amount appears in the appropriation stself with the estimated gross expenditure and esti- 
mated revenue appearing in the supporting details. 


In each of the past six years revenue received has exceeded estimated revenue and 
in five of these years a portion of the excess has been used to supplement the appropria- 
tion for that year. The following table shows the amount of excess revenue in each year 
and the extent to which it was used: 


Excess of actual revenue 
over estimated revenue 


Estimated Actual 
Year revenue revenue Used Unused 
1960-61 $ 12,862,500 $ 17,495,000 $ 1,449,400 $ 3,183,100 
1961-62 16,598,000 20,714,200 — 4,116,200 
1962-63 18,987,500 21,179,200 952,600 1,239,100 
1963-64 19,952,300 21,052,700 543,900 556,500 
1964-65 21,400,000 22,983,300 242,400 1,340,900 
1965-66 22,700,000 24,645,000 233,900 1,711,100 


Had the Department wished to do so, it was free to spend each year, with Treasury 
Board approval, the unused portion of the excess of the actual over the estimated revenue 
as shown in the right-hand column. 


In the administration of an appropriation such as this in which only an amount to 
cover the excess of anticipated expenditure over anticipated revenue is appropriated 
by Parliament, it is essential, if parliamentary control over expenditure is to be main- 
tained, to restrict the total of the revenue which may be credited to the appropriatior 


| 


_ Suggested that this be shown as an appendix in the Public Accounts. 
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to the amount included in the estimate in calculating the net amount to be appropriated. 
Otherwise unexpected revenues or unduly low estimates of revenue result in more funds 
being available to the Department than Parliament intended. 


In order to restore parliamentary control in this case, three figures—estimated 
gross expenditure, estimated revenue and net amount appropriated—should appear in 
the appropriation itself and the amount of the revenue used to supplement the net 
amount appropriated should be limited to the amount of estimated revenue shown in the 
appropriation. 


143. Federal-provincial shared-cost programs. Although information regarding the 
Federal Government’s contribution towards each sizeable federal-provincial shared-cost 
program is available in Volume II of the Public Accounts in the details of expenditure 
of the departments administering the contributions, nowhere is the substantial overall 
total of federal contributions to shared-cost programs provided on a regular basis. The 
last published compilation of these costs was contained in a booklet prepared in 1963 
by the Federal-Provincial Relations Division of the Department of Finance for the 
use of members of the Federal-Provincia] Continuing Committee on Fisca] and Economic 
Matters meeting in that year. 


We believe it would be informative to the House if a detailed summary of the 
humerous federal-provincial shared-cost programs were more readily available which 
would show the federal share of the costs, on an annual and cumulative basis. It is 


A comparison of the federal expenditures under these programs for 1965-66 with 
those of the preceding year follows: 


1965-66 1964-65 
Programs in which No. of No. of 
costs are shared with: programs Amount programs Amount 
Em Owaeeo we Pad, elles tay 8 2! 23 $ 480,030,000 26 $ 504,796,000 
More than one but not all provinces ... 34 393,530,000 29 449,057,000 
Orivinonermrovinces! Be. sere wehere oad ¢ oc, 22 47,669,000 19 27,806,000 
79 $ 921,229,000 74 $ 981,659,000 


Five programs—hospital insurance and diagnostic services, unemployment assistance, 
technical and vocational training, Trans-Canada Highway and municipal winter works— 
accounted for $695,933,000 (76%) of the total in 1965-66 and $755,443,000 (77%) 
in 1964-65. 


| Not included in the total expenditure for 1965-66 are tax abatements and tax 
‘equalization payments of $252,519,000 to the Province of Quebec in that year, following 
its election in 1965 under the Established Programs (Interim Arrangements) Act, 
1965, ce. 54, to wholly administer and finance certain standing programs in which it is 
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participating. These programs are: hospital insurance and diagnostic services, effective 
January 1, 1965, and old age assistance, blind persons allowances, disabled persons 
allowances, the welfare portion of unemployment assistance and certain aspects of 
technical and vocational training, effective April 1, 1965. 


This amount of $252,519,000 must be added to the 1965-66 total of $921,229,000 in 
order to make a valid comparison with the total for 1964-65. 


144. Statements requested by the Public Accounts Committee. Volume II of the 
Public Accounts for the year 1965-66 includes section 47 headed “Miscellaneous State- 
ments”. These consist of four statements prepared by the Comptroller of the Treasury 
showing additional information called for by the Public Accounts Committee and 
recommended by the Committee in its reports to the House. 


The attention of the House is directed to these at this time because the information 
contained therein is of interest, particularly to the members of the Public Accounts 
Committee. 


1. Educational leave costs—Page 47.2 


This statement summarizes the costs of educational leave granted to employees under 
section 73 of the Civil Service Regulations. We drew to the attention of the House in our 
1963 Report the desirability of having the cost of the educational program shown in the 
Public Accounts and the Committee recommended that such a statement be prepared (Ninth 
Report 1964-65, presented to the House on March 15, 1965). The statement first. appeared 
in the 1965 Public Accounts. 

It will be noted from the statement that the total costs involving 290 employees for 
the year 1965-66 amounted to $600,893. The comparable amount for the previous year was 
$487,677 and involved 232 employees. 


2. Losses due to accidental destruction of, or damage to, assets which would normally be 
covered by insurance had such coverage existed—Page 47.3 
Inclusion of this information was suggested two years ago to the subcommittee of the 
Public Accounts Committee which reviewed the form and content of the Public Accounts. 
The subcommittee endorsed the suggestion and the Public Accounts Committee recom- 
mended in its Ninth Report 1964-65, presented to the House on March 15, 1965, that “effee- 
tive for the fiscal year 1964-65 a statement detailing the amount of losses incurred as a result 
of the accidental destruction of, or damage to, assets which would normally be covered by 
insurance had such coverage existed” be included. The Comptroller of the Treasury placed 
the first such statement in the 1965 Public Accounts. 


The statement shows that such losses amounted to $4,791,800 in 1965-66. This is com- 
parable with losses of $1,384,508 reported for the previous year. 


3. Report of surplus material disposed of in 1965-66—Pages 47.4 to 47.5 
In its Seventh Report 1964 presented to the House on December 7, 1964 the Public 
Accounts Committee recommended that this statement be required for each department 
and agency declaring material surplus during each fiscal year and that such statement be 
placed in the Public Accounts effective with the year 1964-65. The Committee made a 
similar recommendation in its Ninth Report 1964-65 relating to the form and content of the 
Public Accounts. 
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It was not practicable for the Comptroller of the Treasury to prepare such a statement 
for the 1965 Public Accounts and it appears for the first time in the 1966 Public 
Accounts. It will be noted from this statement that subject to the footnotes thereto, surplus 


material disposed of in the year was as follows: 


Value 

Cost obtained 
Cbeotets bus rerviteables: fa. eddie. eeyl sede csc ch. $ 48,761,000 $ 1,435,000 
purblusiibute setviowsbloih aime iilue ol lt acl. Meenas |u.00) 54,983,000 3,262,000 
$ 103,744,000 4,697,000 
POUL Pepa et Nee eg a eee 4,634,000 
Ne i iy A he 846,000 
$ 10,177,000 


4. Summary of accounts properly chargeable to the year 1965-66 but carried over to the year 


1966-67—Pages 47.6 to 47.8. 
This statement is commented on in the following paragraph. 


145. Unpaid accounts carried forward to new fiscal year, In its Third Report 1966, 
| presented to the House on June 28, 1966, the Public Accounts Committee commented on 
‘instances where appropriations were insufficient to meet accounts coming in course of 
payment during the year. The Committee stated that it could not countenance over- 
‘Spending of appropriations and expressed the belief that it would be informative to 
‘Members of Parliament and to the public, if the Public Accounts of Canada were to 
include a statement by department and appropriation of all amounts remaining unpaid 
at the year-end for any reason whatsoever. It recommended that such a statement be 
included in the Public Accounts of Canada commencing with the year 1965-66. 


Pursuant to this recommendation the Comptroller of the Treasury undertook to 
provide such a statement for 1965-66. This statement appears on pages 47.6 to 47.8 of 
Volume II of the Public Accounts and reveals that in 30 departments and agencies 
accounts properly chargeable to 1965-66 aggregating $31,354,000 had not been paid. The 
amounts shown in the statement are divided into the following four categories: 


Cneumicicuy mance me a. Oy it tte ye $ 6,930,000 
Accounts received in the paying office on or before April 28, 1966 3,396,000 
Accounts received in the paying office after April 28, 1966 .... 19,088,000 
Accounts held by the department ..s.......6ccceccceccccccccecces 1,940,000 


$ 31,354,000 


Not included in the statement is an amount of $269,000 being a portion of the 
*mployer’s share of Canada Pension Plan and Quebec Pension Plan contributions for the 
nonths of February and March 1966 which could not be paid because of lack of funds 


n Department of Finance Vote 17. 
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Of the amount of $6,930,000 which remained unpaid because of insufficient funds, 
$1,589,000 could have been paid had transfers between allotments been requested of and 
approved by the Treasury Board. It is a policy of the Treasury Board to accept requests 
for transfers between allotments up to April 30; therefore insufficient funds in an 
allotment does not justify the non-payment of an account in the proper year when funds 
are available in the vote. 


No reasons are given in the statement for the non-payment in the year of accounts 
totalling $3,396,000, which were in treasury offices before April 30. Funds were in 
fact available in the 1965-66 appropriations to cover payment of $2,524,000 of this 
amount. 


Of the amounts of $19,088,000 and $1,940,000 representing accounts which were 
not received in the paying offices in time to be paid as a charge to 1965-66 expenditure, 
it is evident from the lapsings in the relative votes that $14,638,000 could have been 
paid had the accounts been received in time. 


The reasons for non-payment of these accounts may therefore be summarized as 
follows: 


Failure to obtain transfers between allotments ..........seeeeeeeeeeeeeeeees $ 1,589,000 
Failure to pay although funds were available ..........+.+seeeeeree eee eeeeeee 2,524,000 
Failure to seek supplementary appropriations ..........+eseeee eee cence eres 6,482,000 
Failure to get accounts im ON tiMe ........ceeeeeeee eee e ec eeerecteecerereeees 14,638,000 


Failure to get accounts in on time and to seek supplementary appropriations 6,390,000 


$ 31,623,000 


Information is not available as to the amount of the accounts which should have been 
paid in the previous fiscal year, but which were held over for various reasons and paid 
from 1965-66 funds. Such accounts may have been a factor contributing to the shortage 
of funds with which to meet all of the 1965-66 accounts although it should have been 
possible for provision to have been made for such accounts in one of the five sets of sup- 
plementary estimates which were approved during 1965-66. The final Supplementary 
Estimates (E) were passed by the House on March 29, 1966. 


146. Losses reported in the Public Accounts. Section 98(3) of the Financial 
Administration Act directs that “Every payment out of the Public Officers Guarantee 
Account and the amount of every loss suffered by Her Majesty by reason of defalcations 
or other fraudulent acts or omissions of a public officer, together with a statement of the 
circumstances, shall be reported annually in the Public Accounts’. 


The statements of losses included in the Public Accounts for 1965-66 were examined 
and we ascertained that every loss observed in the audit which was required to be 
reported had been included in the listings. Losses in the departments other than Post 
Office numbered 22 and amounted to $25,998. Of these, 16 totalling $15,485 were fully 
recovered and partial recoveries amounting to $2,110 were effected in three cases. 
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In last year’s Report (paragraph 141) we pointed out that in October 1963 and again 
in February 1965 we had informed the Treasury Board staff that losses shown as 
outstanding in the “Summary” of losses in the Public Accounts were not being cleared 
by transfer to the Guarantee Account. The situation was not fully corrected by March 
31, 1966, at which time 21 losses aggregating $187,426 remained to be charged to the 
Guarantee Account. The oldest of these had occurred in 1953-54, 


Losses suffered by the Post Office Department in 1965-66 numbered 93 and amounted 
to $60,589. Of these, 69 totalling $39,361 were recovered in full, and partial recoveries 
amounting to $8,054 were effected in 18 cases. 


147, Non-productive payments. In last year’s Report (paragraph 142) we explained 
that, because of the concern of the Public Accounts Committee with the increasing 
number of non-productive payments, we had endeavoured to pinpoint the underlying 
reasons for this type of cost, particularly where the circumstances leading to the non- 
productive payment appeared to have been beyond the control of the department or 
_ agency against whose appropriation it was charged. 


We believe that this has enabled closer study to be made of the individual cases 
_ by those responsible and by the Members of the House and the Public Accounts Com- 
mittee and consequently we have followed the same procedure in this Report. 


It is important to remember that many of the non-productive payments had their 
origin in transactions commenced in prior years although the payments were not made 


until 1965-66. 


In this Report reference is made to 50 cases of non-productive payments estimated 
at $3,628,000. Of these 24 are included in the foregoing paragraphs while the remaining 
26 cases are as follows: 


1. COST OF UNUSED OFFICE SPACE, FORT WILLIAM, ONT.—The Board of Grain Commission- 
ers for Canada held a lease for a term of five years to August 31, 1965, at an annual 
rental of $30,000, with respect to accommodation occupied in the Grain Exchange 
Building at Fort William. In March 1965 the premises were vacated as a result of a 
move to the new federal building in the same city. Efforts to obtain a “quit lease” were 
unsuccessful and the Board was required to pay $12,500 for the unused accommodation. 


2. PAYMENT OF SALARY TO A JUDGE DURING LEAVE OF ABSENCE.—In last year’s Report (para- 
graph 142) reference was made to payment to March 31, 1965 of $19,250 in salary 
during leave of absence to a judge of the Superior Court of Quebec who had been con- 
victed on one count of perjury but, on appeal, was granted a new trial. The judge had 
previously agreed that from the date of the judgment of the appeal court any leave of 
absence he might have would be understood to be leave without pay. Consequently, 
salary was discontinued at the end of October 1965 to which time he had been paid a 
total of $31,500 while on leave, of which $12,250 was paid in the current year. 


3. COST OF PRINTING WHICH WAS DISCARDED, QUEBEC, QUE.—The National Battlefields Com- 
mission had contracted for the printing of a souvenir pamphlet which was being printed 
when the Chairman of the Commission resigned. As the pamphlet included his name 
and signature, the printing was suspended. When a new Chairman was appointed some 
months later the printing was resumed but it was found that the paper had shrunk. It 
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was felt that a satisfactory pamphlet could not be produced with this material so it was 
discarded and a new printing was arranged at a cost of $10,800. The cost of the work 
discarded was $4,506. 


_ COST OF UNUSED SPACE, L’EPIPHANIE, qup.—Following the Government’s decision to re- 


organize the Reserve Forces, accommodation in the Parish Community Centre at 
L’Epiphanie which the Department of National Defence had leased for five years 
beginning April 1, 1962 at a rental of $6,300 per annum was no longer required. The 
property was vacated December 31, 1964 and, as attempts to sublet were unsuccessful, 
the Department paid rent amounting to $14,175 covering the 27 months to the expiry 
date of the lease on March 31, 1967. 


. COST OF UNUSED SPACE, DALHOUSIE, n.p—Reorganization of the Reserve Forces resulted 


in a leased municipal building in Dalhousie being no longer required. The Department 
of National Defence had leased this building for a period of five years from July 1, 
1963 to June 30, 1968 at an annual rental of $5,400. The building was vacated during 
December 1964 and, after efforts to sublet were unsuccessful, termination of the lease 
was negotiated effective June 30, 1967 which required payment of two and one-half 


years rental amounting to $13,500. 


_ CLAIM FOR WAGES WHILE ON SUSPENSION FROM puty.—A civilian employee at Canadian 


Forces Base, St. Jean, Que., was suspended from duty on January 11, 1962 pending the 
outcome of a court action against him for theft of equipment valued at approximately 
$1,000 belonging to the Department of National Defence. After several remands he was 
tried and found guilty on April 24, 1964. He launched an appeal which, after the intro- 
duction of new evidence, was upheld by the Appeal Court of the Province of Quebec in 
May 1965. Accordingly on August 2, 1965 the employee’s suspension was terminated. 

The law officers of the Crown expressed doubt about the procedures leading up to 
his suspension and its validity under provisions of the Civil Service Act, 1960-61, ¢. 57, 
in effect at that time. On May 12, 1966 the Governor in Council authorized an ex 
eratia payment of $11,200 to the employee, based on 50% of the wages he would have 
earned, in settlement of his claim for loss of wages resulting from his suspension from 
duty during the period January 11, 1962 to August 1, 1965, a total of three years and 
seven months. 


. QUESTIONABLE PAYMENT ON CONTRACT TERMINATED FOR DEFAULT.—In June 1962 the Crown 


entered into a contract for a prototype of an electronic device at a cost of $15,527 to be 
delivered by December 17, 1962. This delivery date was extended on three occasions. 
Test data received up to October 1963 showed that various prototypes produced did not 
meet the design objectives specified in the contract. The lack of success was attributed 
not to the difficulty of the work but to the company’s failure to keep competent engineers 
on the project. After continued failure to meet the delivery date, the contractor was 
declared in default and the contract terminated on November 20, 1963. The company 
advised that it would consider $12,570 as a fair settlement of its total costs amounting _ 
to $20,953 but the claim was settled for $9,673. 


. WAGES PAID FOR WORK NOT PERFORMED AT PORT COLBORNE, ONT., AND PRESCOTT, ont.—AS 


mentioned in last year’s Report (paragraph 203) the National Harbours Board is re- 
quired, under collective bargaining agreements between the Board and the labour unions 
at Port Colborne and Prescott, to pay workers for “dip time’, the initial stage of un- 
loading a grain vessel when only mechanical devices are used. This period may last up to 
three hours, depending on the size of the vessel, before the services of riggers, Tope 
pullers, scoopers and hold foremen are required. During 1964 these workers were paid an 
estimated $20,000 for this time. There was no change in this situation during 1965. 


9: 


iG. 


Ih 


12. 


COMMENTS ON EXPENDITURE AND REVENUE TRANSACTIONS 99 


PAYMENT OF SALARY FOR WHICH NO SERVICE WAS RENDERED.— During the investigation of 
his alleged misconduct an employee of the Department of National Health and Welfare 
was instructed not to report for work. Eight months later the employee was suspended 
under the provisions of section 57 of the Civil Service Act, 1960-61, ¢.57, at which time 
he ceased drawing salary. During the period from cessation of work on December 4, 1964 
to his suspension on August 1, 1965 the employee was paid salary in the amount of 
$5,928, for which he provided no services. 


COST OF IDLE TIME AT THE CANADIAN GOVERNMENT PRINTING BUREAU.—The Canadian 
Government Printing Bureau operates the printing plant in Hull, Que., and a number 
of outside printing units, to provide printing services for the Senate, House of Commons 
and government departments. During 1965-66 Printing Bureau employees worked 
1.5 million man-hours and, due to work stoppages resulting from machinery repairs or 
lack of work, there were 42,064 man-hours of idle time which cost $103,000. 


ADDITIONAL PAYMENT TO CONSULTANTS FOR WORK PERFORMED BUT NOT UTILIZED, OTTAWA.— 
In 1964, architects were engaged by the Department of Public Works on behalf of the 
Centennial Commission to design and prepare complete working drawings and specifica- 
tions for, and to supervise the construction of, the National Arts Centre in Ottawa. 

As the Centre, which is presently expected to cost at least $40 million, was to be the 
Federal Government’s major centennial project in the National Capital area, it was 
initially regarded as essential that it be completed and handed over to the trustees not 
later than July 1, 1967. Because of the timing, complexity and magnitude of the under- 
taking it was realized that for phases of the project beyond the first one, which involved 
excavation, site preparation and foundation piling, departures from normal tendering 
procedures and standard contract provisions would be necessary. 

Before a contractor had been selected for the second and third phases (on the basis 
of replies to a questionnaire submitted to a number of major construction firms and the 
receipt from those selected of cost-plus proposals involving a maximum price and a 
management fee) the emphasis en completion in 1967 was relaxed in order to reduce 
the risks of unduly high costs and of defects which might result from an unusually 
intensified undertaking. Consequently, the Department was requested to proceed on a 
more normal program of planning and contracting with a view to completion by the 
middle of 1968. 

A result of the altered approach to the construction program was that the archi- 
tects, who had been instructed to prepare contract documents which would permit the 
submission of cost-plus proposals, submitted a claim for extra work and additional costs. 
After they had allowed credit in areas where the work done could be used in the final 
design work, they were paid $44,244 in respect of work performed but not utilized. 


COST OF DELAY IN CONSTRUCTION OF BRIDGE, OTTAWA.—In 1962 the Department of Public 
Works entered into a contract for the construction of the Macdonald-Cartier Bridge 
over the Ottawa River between Ottawa and Hull, Que. The project was completed 
in 1965 at a cost of $8,829,000, shared equally by Canada, Ontario and Quebec. 

The contractor claimed difficulty in mixing and placing harsh concrete in accord- 
ance with contract specifications requiring a water-cement ratio which he contended 
was too low. Agreement on a higher ratio enabled him to proceed in a normal manner. 
The Department conceded that initially the mixes were more difficult to handle than 
could reasonably have been expected and that the contractor was entitled to considera- 
tion for the additional cost of handling the mixture as originally specified. Agreement 
was reached on an amount of $20,360, based on an hourly rate of $217 for 93.7 hours 
above normal time for the mixing and placing of the concrete. 
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The contractor also contended that the delay in mixing and placing the harsh 
concrete had the added effect of delaying the progress of the entire project. After 
detailed consideration the Department agreed that a period of 11 days would be a 
reasonable calculation of the delay and a settlement of $78,361 was made, based on the 
accepted period and an average daily operating cost of $7,124. 

The cost of the Bridge being shareable, Canada’s portion of the outlay of $98,721 
resulting from the delay experienced by the contractor was $32,907. 


COST OF DELAYED COMPLETION OF BUILDING DUE TO CHANGES IN THE WORK, TORONTO, ONT.— 
The Department of Public Works awarded a contract in September 1962 for the con- 
struction of the Sir William Mulock Building in Toronto for the Unemployment Insur- 
ance Commission. The original contract price was $2,800,000 and the job was completed 
in 1964-65 at a cost of $2,968,000. 

To maintain his planned schedule, the contractor required the final partition lay- 
outs in September 1963. This timing could not be met because of changes in accom- 
modation requirements. The building was originally designed to accommodate two 
existing Unemployment Insurance Commission offices but ultimately personnel of four 
offices were involved. The final determination of partition placing was further com- 
plicated by a major organizational change. As a result, for several months only partial 
progress could be made on the mechanical and electrical work, ceiling systems, etc. The 
contractor was paid $11,540 to compensate him for extra costs incurred because of 
the delay. 


ADDITIONAL COST RESULTING FROM CONSTRUCTION DELAYS, WINDSOR, ont.—Reference was 
made in our 1963 Report (Appendix 1, item 15) to a payment of $56,443 to the con- 
tractor for the alteration and construction of an addition to the federal building at 
Windsor, to compensate him for costs incurred as a result of delays. 

In 1961 the consulting architects in connection with the same project submitted a 
claim for additional remuneration relating primarily to the delays and to design fees 
on alternative schemes. During the year this claim was settled in the amount of $11,828 
of which $9,469 is regarded as non-productive. 


COSTS DUE TO INADEQUATE PLANS AND SPECIFICATIONS, LES EBOULEMENTS, qur.—lIn our 1963 
Report reference was made to a contract for major wharf improvements at Les Eboule- 
ments. Attention was drawn to the work at that time because the Treasury Board took 
the view that the Province of Quebec should have shared the cost to the extent that it 
involved landing facilities for an intra-provincial ferry service. 

The 1963 paragraph referred to an accepted tender of $575,000 for the work which 
was completed in 1964 at a cost of $616,982. The claim for additional compensation 
referred to below was settled in 1965 in the amount of $17,233 bringing the final cost of 
the wharf improvements to $634,215. 

Site conditions materially different from those indicated on the plan and in the 
specifications provided to the contractor accounted for $7,938 of the settlement. Of this, 
$5,018 resulted from encountering a concrete wall, built in 1951-52, in a buried position in 
the wharf approach. There was no mention of this wall in the plans. The presence of 
boulders, also not mentioned in the plans, impeded the driving of steel sheet piling and 
additional costs of $2,920 were allowed in that connection. This latter amount is only 
50% of the costs claimed because the Department maintained that an experienced con- 
tractor should have expected to encounter some boulders in the area and made allowance 
for them and the contractor accepted this view. 
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The balance of the compensation payment, $9,295, related to steps required to ensure 
satisfactory and continued slip operations. Although a movable slip was installed accord- 
ing to the plans and specifications, it failed to operate satisfactorily and remedial action 
was taken by the contractor to ensure public safety and continued operation of the slip 
and associated hoisting apparatus. 


settlement in the amount of $21,133 was made in February 1966. Although the account 
related in part to additional services required by the Department, $8,211 was a conse- 
quence of the contractor being delayed by other contractors at both locations. Because 
construction was behind schedule, power was not available and additional expense 
arose when it was hecessary to carry out initial testing of the special equipment by 
hand. In addition, although the supplier had completed his installations, he incurred 
extra costs when his testing was delayed until associated equipment for which he was 
not responsible was put into operation. 


COST OF UNUSED PLANS, BORDEN, P.E.1.—In 1963 the Department of Public Works entered 
into a contract for an extension to the ferry terminal facilities at Borden for the Depart- 
ment of Transport. During the same year the Canadian National Railways, the ferry 
operator, requested that a new service building be erected at the site to replace a number 
of small frame buildings. It was decided to have the work performed as an extra to the 
existing contract, and the contractor was requested to prepare the necessary working 
drawings and specifications and to submit a firm price. His quotation of $98,000 was 
much in excess of what had been expected. As a result, construction of the building was 
not undertaken and the contractor was paid $4,560 to compensate him for his planning 
costs. 


COST OF REMEDIAL WORK, STE-CROIX DE LOTBINIERE, QUE.—In September 1963 the Depart- 
ment of Public Works awarded a contract for the construction of a protection wall along 
certain private waterfront properties at Ste-Croix de Lotbiniére in the amount of $7,375. 


Due to local conflicts concerning the location of the wall, the work was suspended a 
few days after it was started and in due course the contract was cancelled, $931 being 
paid to the contractor. 


Due to the lateness of the season the Department did not refill the excavation made 
by the contractor and the privately-owned wall of a property owner was damaged so 
severely by erosion that he had to demolish it and construct a new one which met depart- 
mental standards. His original claim of $5,000 was reduced to $3,000 which was paid in 
December 1965. 


COST OF REPLACING SPECIALLY DESIGNED DOORS, NATIONAL DESIGN CENTRE, TORONTO, ONT.— 
In 1963 the Department of Public Works was authorized to enter into a lease at an 
annual rental of $39,840 for premises in a Toronto building then under construction, 
for the use of the National Design Council of the Department of Industry. Because 
the space, to be known as the National Design Centre, was to be a focal point of 
Canadian design, it was considered that the finishing of the leased area should be com- 
pleted to a high standard at the expense of the Department of Industry to the extent 
that costs exceeded what would have been incurred by the lessor for normal finishing. 
This additional cost of special finishing, including consultants’ fees of $7,044, was 


$26,799. 
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A feature of the special finishing was heavy oversize doors for the front entrance, 
large enough to permit entry of display items which could not be received through the 
rear doors. Their design, prepared by consultants, had been approved by the Design 
Council who insisted upon their installation even though the Department of Public 
Works had pointed out that problems could be expected from them. This proved to be 
the case. Shortly after the Centre was opened in 1964 it became evident that the doors 
were hazardous to the public on windy days and were failing to create a good image of 
improved design in Canada. In 1965 the doors were replaced and the entrance modified 
at a cost of $3,050, charged to an appropriation of the Department of Public Works. 


CONSULTANTS’ FEE IN RESPECT OF REVISION OF PLANS, MEAFORD, ONT.—In 1964 the Depart- 
ment of Public Works engaged a firm of architects to prepare plans and specifications 
and to supervise the construction of a federal building at Meaford, for which a contract 
was later entered into at a price of $166,000. Preliminary drawings were approved by 
local officials of the Post Office Department but through an oversight they were not 
referred to the headquarters of that Department. After the architects had proceeded 
with their assignment to the point of tender call, the Post Office Department head- 
quarters became aware of the proposed layout and informed the Department of Public 
Works that it was unacceptable. As the objections were regarded as valid, revised plans 
were required from the architects. During the year they were paid $3,031 for services 
rendered in connection with the original concept. 


COST OF UNUSED POST OFFICE SPACE, ST. GEORGES OUEST, qup.—The Department of Public 
Works entered into a lease for a term of ten years, effective June 15, 1957, to provide 
postal accommodation at St. Georges Ouest, the rent being $2,700 per annum. At the 
end of August 1965 the premises were vacated as a result of the extension of letter 
carrier delivery service to the community. As there was no foreseeable need for this 
space and attempts to sublet had been unsuccessful, the lease was terminated at a 
negotiated cost of $2,725 for its unexpired term for which the rental would have 
amounted to $4,950. 

As a result of discussions in the Public Accounts Committee concerning non- 
productive expenditures of this type, the Department of Public Works has requested 
the Post Office Department to inform the Treasury Board in future of the possibility of 
a non-productive payment with respect to space which will no longer be required if the 
approval which is being sought to establish letter carrier delivery is granted. The Post 
Office Department has agreed to do this. 


ADDITIONAL COSTS DUE TO CONSTRUCTION DELAYS, TORONTO, ont.—In March 1962 the 

Department of Transport entered into a contract for the construction of a control tower 

for the Toronto International Airport which was completed at a cost of $1,183,000. 

During the year an additional $25,227 was paid to the contractor in settlement of two 

claims for delays to which his work had been subjected: 

(1) The contractor contended that design changes for the tower control cab had 
materially delayed completion of this phase of his work, with the result that he 
had incurred unanticipated costs for overhead and maintenance. The Department 
accepted responsibility for a delay of four months and a compromise settlement of 
$10,244 was made. 

(2) The contractor contended that the Department was responsible for construction de- 
lays due to late deliveries arising from design changes for switchboards and the dele- 
tion, then reinstatement, of boilers, the delayed receipt of information respecting 
re-circulating units and the tardy provision of permanent electrical power. A study 
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of the claim led the Department to the conclusion that the contractor was respon- 
sible for approximately half of the delay and on that basis it negotiated a settle- 
ment of $14,983. 


23. PLANS AND SPECIFICATIONS FOR WORK BOAT, NEWFOUNDLAND SERVICE.—In 1964, the Depart- 
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ment of Transport entered into a contract with a firm of naval architects for the prep- 
aration of plans and specifications for the construction of a tender (work boat) for 
the St. John’s Marine Agency at a negotiated fee of $19,820. This amount was based on 
the mutual understanding that a recently-built vessel, designed by these architects for 
similar duties on the West Coast, would be used as a model for the design of the East 
Coast vessel. In the spring of 1965, after approximately 80% of the assignment had 
been completed at a cost to the Department of $15,856, it was decided that a larger 
vessel was required. 


This decision resulted in a request for a completely new design, together with 
detailed specifications, for which the architects were paid a further $26,965. Considera- 
tion of the new plans by departmental officials who would be concerned with the opera- 
tion of the vessel indicated that not only would the proposed 100-foot boat not be 
suitable for Newfoundland service but the design had not taken into account changes in 
operational requirements which had taken place in the three years since the replace- 
ment of the old work boat had been decided upon. Consequently, the payment of $26,965 
may also prove to have been non-productive. 


DESIGN, PLANS AND SPECIFICATIONS FOR ICEBREAKING, LIGHTHOUSE SUPPLY AND BUOY 
TENDER, PRESCOTT, ONT., MARINE AGENCY.—In May 1964 the Department of Transport 
entered into a contract with a naval architect for the preparation of the design, plans 
and specifications for the construction of an icebreaking, lighthouse supply and buoy 
vessel to operate out of Prescott for the upper St. Lawrence and Great Lakes services. 
The plans and specifications were to be based on those for a Canadian Coast Guard ship 
already in service, and it was estimated by the architect that the vessel would cost 
$2,169,000 exclusive of taxes. 

The naval architect completed the necessary plans and specifications in December 
1964 at a cost of $11,520. 

Tenders for construction were invited in March 1965 but in the following month 
the Department withdrew the tender call because its officials decided that the need of 
an icebreaking capability greater than that to be provided by the proposed ship had 
been indicated by the combination of unusually heavy ice on the Great Lakes during the 
winter of 1964-65 and the apparent development of increasingly earlier movements of 
Great Lakes shipping each spring. In June 1965 the Department entered into a contract 
with another firm of naval architects at a price of $63,000 plus incidental expenses for 
the preparation of the design, plans and specifications for a vessel based on those of a 
vessel other than the one initially considered for the purpose. As a consequence, the 
payment of $11,520 to the initial naval architect for his planning represents a non- 
productive cost. 


PLANS AND SPECIFICATIONS FOR WORK BOAT, SAINT JOHN, N.B., MARINE AGENCY.—Item 23 
above refers to entry by the Department of Transport into a contract with a firm of 
naval architects for the preparation of plans and specifications for the construction of a 
tender (work boat) for the St. John’s, Nfid., Marine Agency at a negotiated price of 
$19,820, there being a mutual understanding that a vessel previously designed by the 
same architects for similar duties on the West Coast would provide the model for the 
design of the East Coast vessel. 
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Concurrently the same naval architects were engaged on like terms and conditions 
to prepare plans and specifications for a work boat for the Saint John Marine Agency. 
Modifications requested by the Department resulted in plans for a vessel which bore so 
little resemblance to the West Coast vessel that the architects were requested to prepare 
revised detailed specifications and modified drawings. In addition, the architects were 
asked to prepare certain calculations not provided for in their agreement with the 
Department. In consequence, they were paid $11,322 additional to the fee of $19,820 
originally agreed upon, and these payments, together with an amount for allowable 
incidental expenses, brought the final cost to $31,278. 

At the year-end it appeared possible that a vessel of somewhat greater capacity 
would be required for the Saint John Marine Agency due to considerable changes in 
requirements since a new work boat was first considered. The view was also held that 
the design was incompatible with the Department’s views on living conditions and 
working hours for officers and crew. If these views prevail, the outlay of $31,278 may 
prove to have been non-productive. 


ADDITIONAL COST DUE TO DELAY IN TAKEOVER OF BUILDING FROM CONTRACTOR, TORONTO, 
ont._In March 1961 the Department of Transport entered into a contract for the 
construction of a power plant in connection with the air terminal complex at the Toronto 
International Airport. Although the work had been practically completed by August 1, 
1962, certain work and testing of equipment could not be carried out at that time 
because the contract for the aeroquay to be serviced by the power plant had fallen 
behind schedule. The contractor maintained and protected the power plant until he was 
largely relieved of this responsibility seventeen weeks later. During the year he was 
paid an amount of $8,224 as compensation for his costs occasioned by the delay, which 
brought the total cost of the work to $2,119,000. 
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148. The Statement of Assets and Liabilities as at March 31, 1966, with comparative 
figures at the end of the preceding year, prepared by the Department of Finance 
for inclusion in the Public Accounts and certified by the Auditor General in accordance 
with section 64 of the Financial Administration Act, is reproduced as Exhibit 2 to 
this Report. 


Assets 


149. The following table lists the assets at March 31, 1966, by main headings in 
the Statement of Assets and Liabilities, in comparison with the corresponding balances 
at the close of the two previous years: 

March 31, 1966 March 81, 1965 March 31, 1964 


ROMIET SRO MASSES Foc oud oe ed's sce... $ 1,015,994,000 $ 1,075,383,000 $ 1,285,615,000 
Pioemed sCurreney ch. Ss 645s shove hes. ox 1,002,000 — ee 
Advances to the Exchange Fund Account 2,696,000,000 2,621,000,000 2,601,000,000 
Investments in special United States of 
America securities — Columbia River 
Deena St Biers oyccali lk Me 4 187,192,000 219,479,000 — 
Canada pension plan investment fund .... 34,853,000 — = 
Loans to and_ investments in Crown 
Carporationse GUMS, AUS, 20d...) 5,659,074,000 4,996,301,000 4,584,194,000 
Loans to national governments:.......... 1,225,213,000 1,206,577,000 1,195,685,000 
Other loans and investments ............ 1,263,213,000 1,140,128,000 1,198,995,000 
Securities held in trust .................. 51,956,000 43,586,000 38,882,000 
Deferred Charges .aeuen? URN. 256,555,000 208,585,000 400,361,000 
Suspense accounts ....................... — — 141,000 
Inactive loans and investments .......... 94,824,000 94,824,000 94,824,000 
Total recorded 2SSCUS ae eee nee 12,485,876,000 11,605,863,000 11,399,697,000 
Less—Reserve for losses on realization of 
SERCUS I Mp Were tis iiae Wee one AL), OU ECM 546,384,000 546,384,000 546,384,000 
Net recorded assets ............. $ 11,939,492,000 $ 11,059,479,000 $ 10,853,313,000 


150. Current assets. The balances included under this heading at March 31, 1966, 
with the comparable balances at the close of the two previous years, were: 
March 31, 1966 March 31, 1965 March 31, 1964 
ee tat ee Le $ 759,080,000 $ 850,282,000 ¢ 984,643,000 


Agricultural Commodities Stabilization 


CL Ne PAST CPS ANAL ABA fie ten) fs 5 5,426,000 23,152,000 63,954,000 
Defence Production Revolving Fund ... 22,590,000 30,157,000 27,791,000 
Bullion and coinage accounts .......... 14,794,000 18,704,000 29,401,000 
Stockpiling of uranium concentrates .. 37,070,000 24,414,000 13,537,000 
PL lacccg pe Pa a le ll 40,697,000 36,978,000 32,945,000 

120,577,000 133,406,000 167,628,000 

Securities held for the Securities Invest- 
RP A CCOUNR Es oe co a, 81,476,000 62,561,000 99,860,000 
Pyeer CUrrent aaseis ...:./.,./0.. 8 54,861,000 29,135,000 33,484,000 
$ 1,015,994,000 $ 1,075,383,000 $ 1,285,615,000 
=——_—_—_—_—_—_—_— = _— 
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The decrease of $17,726,000 in the Agricultural Commodities Stabilization Account 
at March 31, 1966 was due mainly to the sale of accumulated stocks of butter. 


The reduction of $7,567,000 in the Defence Production Revolving Fund results 
largely from decreases of $11,763,000 in progress payments and advances to suppliers 
offset by increases in recoverable expenditures of $1,331,000 on the defence industry 
modernization program and $1,650,000 on research and development. 


The amount of $37,070,000 for stockpiling of uranium concentrates comprises accu- 
mulated costs financed by the Department of Trade and Commerce for the acquisition, 
refining and stockpiling of these concentrates. 


The $81,476,000 balance of the Securities Investment Account represents, at amor- 
tized cost, temporary holdings of securities of Canada by the Minister of Finance under 
the authority of section 17 of the Financial Administration Act. 


151. Blocked currency. The amount of $1,002,000, on deposit in the Central Bank | 
of Chile, was received in payments on a loan made by Export Credits Insurance Cor- 
poration to a company in Chile. The Government of Chile was unable to make available 
the necessary Canadian dollars for payment of the debt in Canada but has agreed to 
the withdrawal of funds deposited in 1965 in ten equal instalments on April 1 and 
October 1 in the years 1968 to 1972 and to similar withdrawals of funds deposited in 
1966 in the years 1969 to 1973. Interest at 6% per annum is payable by the Central 
Bank of Chile on these deposits. 


152. Advances to the Exchange Fund Account. This Account is operated by the Bank 
of Canada on behalf of the Minister of Finance, and advances are made by the Minister 
from time to time within the maximum ($3,500,000,000 at March 31, 1966) authorized 
by the Governor in Council under section 23 of the Currency, Mint and Exchange 
Fund Act, R.S., ¢.815. The balance of the Account at March 31, 1966 was $2,696,000,000 
and the market value of investments from advances was $2,728,743,000, indicating an 
unrecorded surplus of $32,743,000. By comparison, the unrecorded surplus at the close 
of the preceding year was $32,407,000. 


A summary of the transactions in the Account for the year ended December 3l, 
1965 is included in paragraph 234 of this Report. 


153. Investments in special United States of America securities—Columbia River 
Treaty. These securities were acquired under authority of Order in Council P.C. 1964- 
1427 of September 10, 1964, pursuant to Vote L17a, Appropriation Act No. & 
1964, 1964-65, c.20, which provided for their purchase out of United States dollars paid 
to Canada pursuant to the Treaty between Canada and the United States of America 
relating to co-operative development of the water resources of the Columbia River Basin. 


Securities amounting to $30 million (U-S.) matured in November 1965 and were 
redeemed by the Government of the United States. 
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154. Canada pension plan investment fund. Uninvested funds of the Canada Pension 
Plan in excess of an amount estimated as required to meet all payments in the 
following three months are available for investment in non-negotiable provincial and 
federal securities. These investments at March 31, 1966 were: 


LEGS a ee aD a BCAA Cee. CLES $ 20,110,000 
SSE UIA COMO Ia. ote. ee Seem nar EAR AO PF He ody 5,085,000 
PANDORA RERDTAN ctemni SOE et aren thistle te vache 94 fc odbc oda te 3,064,000 
TESS ETS nee Bet os te ee na toe eR 2,077,000 
PC CMIMEW AN, ost odo ner Te yo ee LO 1,432,000 
INGV Rr OCOMES 5s eee. ee yD WR kee rohc cae eV 1,248,000 
ON reg Re ea CHOY aired Sacks cr. wearctoi hod Sins tube «obs 6p 2 vc cane nes, 972,000 
NEE UG GE 01 alah ii gas SR el i ah 6) a a I Rae 655,000 
Pemce tween islands, cc Mera oe te ete eNO Ban © 108,000 
CTE EEE LUAU EB COLOR ee rr 102,000 


$ 34,853,000 


155. Loans to and investments in Crown corporations. The following schedule shows 
the nature of these loans and investments at March 31, 1966: 
Capital stock 


| at cost Advances Total 
| Central Mortgage and Housing Corporation ..$ $ 2,452,927,000 $ 2,452,927,000 
| Canadian National Railways ................ 1,044,350,000 449 645,000 1,493,995,000 
arma @redit. Corporation... ....<0e< cesses ase 588,343,000 588,343,000 
The St. Lawrence Seaway Authority ........ 435,845,000 435,845,000 
National Harbours Board ...............eceee 202,819,000 202,819,000 
Export Credits Insurance Corporation ...... 5,000,000 123,153,000 128,153,000 
Atomic Energy of Canada Limited ........ 15,000,000 62,593,000 77,593,000 
Canadian Overseas Telecommunication 
Gorperction~ Ys: 90.3 ese salir ay 52,523,000 52,523,000 
National Capital Commission, other than 
Greenbelt—see also below ................ 32,108,000 32,108,000 
Polymer Corporation Limited .............. 30,000,000 30,000,000 
} Northern Canada Power Commission ........ 29,865,000 29,865,000 
Eldorado Mining and Refining Limited ...... 8,247,000 8,247,000 
PrrlounteiCamadaaes . . errth ire. kos. Ses oo maar 5,920,000 5,920,000 
i Canadian Commercial Comorstione . 5.4)... 5,500,000 5,500,000 
Canadian Arsenals Limited .................. 5,000,000 5,000,000 
Canadian Broadcasting Corporation—working 
} capital—see also below .................... 3,000,000 3,000,000 
| Canadian National Railways—re Yarmouth- 
| Darabar bout ferry 6 os as ines soe cis eases os. 690,000 690,000 
Canadian National (West Indies) Steamships, 
| PUGET A PORT MT ITIL tke yayy tlt 1,000 324,000 325,000 
: Canadian Patents and Development Limited 296,000 296,000 


1,108 ,814,000 4,444,336 ,000 6,553,149 ,000 
Recovery likely to require parliamentary 


appropriations— 
Canadian Corporation for the 1967 World 
EN RS eh 44 000,000 44 000,000 
National Capital Commission—Greenbelt 35,221,000 35,221,000 
Canadian Broadcasting Corporation ...... 26,704,000 26,704,000 


108,925,000 105,925,000 


$ 1,108,814,000 $ 4,550,260,000 $ 5,659,074,000 
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The total of $5,659,074,000, an increase of $662,773,000 over the previous year, 
does not represent the total equity of the Government of Canada in its Crown corpora- 
tions at March 31, 1966. This equity in fact amounted to $7,217,559,000 as shown by 
their individual financial statements published in Volume III of the Public Accounts 
and as summarized in Appendix 12 on page 9.25 of Volume I of the Public Accounts. 
The principal reason for this is that the accounts of Canada are maintained on a 
modified cash basis which does not provide for recording as assets such items as sur- 
pluses of Crown corporations or the cost of certain capital assets which were charged 
to expenditure. In no sense does the Statement of Assets and Liabilities of the Govern- 
ment of Canada purport to be a consolidation including the accounts of its wholly- 
owned corporations. The corporations maintain their individual accounts on the accrual 
accounting basis followed sn commercial practice and a number have fiscal years con- 
forming to the cycle of their individual operations rather than the April 1 to March 
31 fiscal year. 

Advances to Central Mortgage and Housing Corporation, made pursuant to section 
92(1) of the Central Mortgage and Housing Corporation Act, R.S., ¢.46, increased by 
$315 million resulting from additional advances of: $403 million for loans to approved 
borrowers, less repayments of $156 million; $80 million less repayments of $30 million 
in respect of projects entered into with provinces, municipalities and universities; 
and $18 million for the purpose of making loans to holders of National Housing Act 
insured mortgages. 

The total for the Canadian National Railways reflects an increase of $60 million 
due to a further investment of $24 million in 4% preferred stock of the Company pur- 
suant to section 12 of the Canadian National Railways Financing and Guarantee Act, 
1964, 1964-65, c.41, an increase of $35 million under section 7 of the Canadian National 
Railways Refunding Act, 1955, 1955, c.31, and an increase of $.7 million in temporary 
loans required by Air Canada. 


The amount for Farm Credit Corporation shows an increase of $147 million over 
the preceding year due largely to further loans of $161 million, less repayments of $21 
million under the Farm Credit Act, 1959, ¢.43, and $5.8 million paid to the Corporation 
under section 12 of the Act as additional capital. 


The amount shown for The St. Lawrence Seaway Authority reflects an increase of 
$27 million. This comprises a net increase of $6.4 million in deferred interest on loans, 
additional interest-free loans totalling $19 million made during the year, and temporary 
interest-free loans of $9.2 million less repayments of $8.2 million in respect of the Welland 
Canal deficit. 


The amount shown for Export Credits Insurance Corporation reflects an increase 
of $36 million in advances to enable the Corporation to provide long-term financing 
of export sales of capital goods and services. 


There was an increase of $12 million in advances to Atomic Energy of Canada 
Limited for the construction of: the Douglas Point generating station, $5.8 million; 
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Pickering generating station, $2.4 million; Sheridan Park engineering office, $2 million ; 
and housing, $1.7 million. 


Loans to the National Capital Commission for the purpose of acquiring property 
in the National Capital Region other than in the Greenbelt increased by $6.1 million. 


Loans to the Canadian Corporation for the 1967 World Exhibition were authorized 
by Vote L26b, Appropriation Act No. 2, 1966, 1966-67, c.3. The amount authorized was 
$80 million of which $44 million had been advanced at March 31, 1966. Repayment 
of the loans will be dependent on parliamentary appropriations in future years. 


Loans to the National Capital Commission for the purpose of acquiring property 
in the Greenbelt increased by $1.4 million. Repayment of these loans may be dependent 
on parliamentary appropriations in future years. 


The financing of the capital requirements of the Canadian Broadcasting Corpora- 
tion continued to be by means of loans and advances. Additional advances, under 
the authority of Vote L10, Appropriation Act No. 2, 1966, totalled $12.5 million (net) 
and are to be repaid by equal annual instalments over a twenty-year period from 
parliamentary appropriations provided for the Canadian Broadcasting Corporation. 


| 156. Loans to national governments. The following is a listing of the balances of 
these loans at March 31, 1966 in comparison with the balances at the close of the two 
previous years: 

} March 31,1966 March 31,1965 = March 31, 1964 


| Uniren Kingdom san, Perot $ 1,078,088,000  $ 1,058,863,000  $ 1,039,277,000 
Daneman a ee ey hh te 67,600,000 67,600,000 67,600,000 
Ristheriands wae BOTY wy ly -aeali lives ox: 32,130,000 32,130,000 32,130,000 
eee ee the ik fk. a eo 25,377,000 27,684,000 29,991,000 
CT gh eRe he ae re 6,366,000 8,638,000 10,021,000 
miner countries. ee iets CS 5,930,000 974,000 1,263,000 


1,215,491,000 1,195,889,000 1,180,282,000 
Recovery likely to require parliamentary 
appropriations— 
India—for the purchase of wheat and 
ES Ee et oe eee 9,722,000 10,688,000 15,403,000 


$ 1,225,213,000 $ 1,206,577,000 $ 1,195,685,000 


The 1965 annual instalment of principal and interest on the loan to the United 
Kingdom was deferred by the United Kingdom in accordance with the provisions of the 
Jnited Kingdom Financial Agreement Act, 1946, 1946, c. 12. The increase in the indebted- 
less at March 31, 1966 results from the addition of interest of $19,225,000. No payments 
vere due from France and the Netherlands during the year because of special payments 
nade in 1962-63. 


The item “Other countries” includes special assistance loans during the year to four 
veloping countries totalling $5,256,000. Three of these loans bear interest at the rate 
f $ of 1% and are repayable over a period of 50 years. 
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157. Other loans and investments. The balances comprising this asset item at March 
31, 1966 with the comparable balances at the end of the two previous years were: 
March 31,1966 March 31,1965 March 31, 1964 


Subscriptions to capital of, and working 


capital advances and loans to, international 


Organizational "s/s tee eee @ 724,695,000 $ 709,754,000 702,130,000 
Veterans’ Land Act Bud fans Seer 278,842,000 256,408,000 244,505,000 
Less: Reserve for conditional benefits ....-- 22,651,000 24,339,000 26,357,000 
256,191,000 232,069 ,000 218,148,000 
Municipal Development and Loan Board 
PACANCER., iaccewas 52 seu ae Cres D Tas arr a 115,491,000 9,474,000 — 
Less: Reserve for forgiveness of indebtedness 6,633,000 1,837,000 — 
108 858,000 7 637 000 — 
Loans to provincial governments ..--+.-++++ 96,723,000 98,436,000 113,652,000 
Housing projects for the Canadian Forces . 20,560,000 20,386,000 17,930,000 
Government of the Yukon TerritOry ...+-.+*- 8,540,000 6,855,000 6,174,000 
Government of the Northwest T erritories .. 6,418,000 3,885,000 3,218,000 
Assisted passage Scheme ....--++eeeeeeeseeeees 6,387,000 3,681,000 2,741,000 
Government equity in the agency account of 
Crown Assets Disposal Corporation ......--- 5,004,000 5,522,000 5,173,000 
Temporary loans to Old Age Security Fund — 24,954,000 99,960,000 
Other balances gacsdsceee siete toe ier 25,629,000 23,103,000 26,154,000 
1,259,005,000 1,186,282,000 1,195,280,000 
Recovery likely to require parliamentary 
appropriations— 
Capital assistance loans, Town of Oro- 
mocto, New Brunswick ..........+-++++: 4,208,000 3,846,000 3,715,000 


$ 1,263,213,000 $ 1,140,128,000 $ 1,198,995,000 


The following is a listing of the balances comprising the $724,695,000 shown for 
the first item in the above table at March 31, 1966: 


Subscriptions to capital— 
Triternanioual Monetary BUM ...ser punts cote cerns onan e aries ae $ 577,250,000 


International Bank for Reconstruction and Development ......--++++sreeereees 80,483,000 
International Development Association .......seceeeeeeerer ese cerseeesereces 55,695,000 
International Finance Corporation... 50.2 .< see op tes se has ne sas min iar 3,522,000 
ele 716,950,000 
Working capital advances and loans .......-.s-seoeecerecerreceeeereeeseetceees 7,745,000 
$ 724,695,000 


During the year Canada subscribed an additional $15 million to the capital of the 
International Development Association. 


The Veterans’ Land Act Fund was created during the year pursuant to an amend- 
ment (1965, c.19) to the Veterans’ Land Act, R.S., ¢.280. It replaces the Veterans’ Land 
Act Advances account and the Veterans’ Land Act Housing account. The increase of 
$24,122,000 in the Fund, after providing a reserve for conditional benefits, is mainly due 
to additional advances of $45,109,000 for the purchase of property, less repayments of 
$22,530,000. 
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with respect to projects not completed amounted to $26,532,000 and accordingly a reserve 
of 25% or $6,633,000 was established to cover the portion of advances to be forgiven. 


The loans to provincial governments at March 31, 1966 with the comparable balances 
at the end of the two previous years were: 


March 31, 1966 March 31, 1965 March 31, 1964 


Saskatchewan ...........0................ $ 29,995,000 $ 28,461,000 $ 27,231,000 
PUM UAO WTC 5562 ceases ooevsdavd crac, 29,048,000 32,788,000 34,371,000 
Divi olinaiame cues! ime Desist. 11,239,000 12,537,000 15,501,000 
Ul ae ee 10,002,000 10,708,000 11,643,000 
ER COUR ce ee 7,043,000 7,139,000 7,230,000 
AeeI AT: Mitt Yet hy eats Oe AES BO: 5,871,000 6,310,000 6,743,000 
Newlaundlandeg uray blue 3,525,000 493,000 498,000 
Provincial Tax Collection Agreements 
Ge ie ee nee) eerie — — 10,435,000 
$ 96,723,000 $ 98,436,000 $ 113,652,000 


| 158. Securities held in trust. The amount of $51,956,000 shown under this heading 
represents securities held for the following accounts: guarantee deposits in respect of 
oil and gas permits, $30,330,000; guarantee deposits in respect of customs duties and 
excise taxes, $5,388,000; Canadian vessel construction assistance, $5,240,000; pilots’ pen- 
sion funds, $5,114,000; contractors’ securities, $3,688,000; and other, $2,196,000. 


159. Deferred charges. The balances included under this heading at March 31, 1966 
with the comparable balances at the close of the two previous years were: 


March 31, 1966 March 31, 1965 March 31, 1964 


Unamortized portion of actuarial 


deficiencies— 
| ~ Public Service Superannuation Account .. $ 93,621,000 $ 39,921,000 $ 276,661,000 
Canadian Forces Superannuation Account 53,601,000 53,762,000 — 
Royal Canadian Mounted Police Super- 
eOmuaALION ACCOUN so... «ences asesas. 3,115,000 4,153,000 — 


150,337,000 97,836,000 276,661,000 
\ Unamortized loan flotatzon. costs... en 106,218,000 110,749,000 123,700,000 


$ 256,555,000 $ 208,585,000 $ 400,361,000 


112 AUDITOR GENERAL’S REPORT 


The relative statutes provide that the amounts of special credits to the superannua- 
tion accounts (set up as “Deferred charges—Unamortized portion of actuarial deficien- 
cies”) shall be charged to the Consolidated Revenue Fund in five equal annual 
instalments. 

The item “Unamortized loan flotation costs” records the unamortized portion of 
discounts and commissions paid on the issuance of loans. The following is a summary 
of the transactions for the year: 


Balance, April. 1065 Sane hos aan ew Pee a ae ieee aes ee $ 110,749,000 
Add: 
Discount and commissions on new TOATIS. «crc odie o clerelroieletteyeveters ators eee Kolokoceloioiers).° 32,724,000 
Discount and commissions on additional issues of existing loans .........-+++- 6,697,000 
150,170,000 
Deduct: 
Amortization charges included in 1965-66 expenditure .......ceeeeeeeeeeeees 43,952,000 


Balance, March 31, 1966 $ 106,218,000 


Pes S Ut ot ace heretenersNevaTeree (0 (6.6 a maehe wv enmuerens exe smexe s8i@ 0 s0K0) ©. S10'2 he Boos 


160. Inactive loans and investments. The $94,824,000 shown for this item at March 
31, 1966, unchanged from the two previous years, comprised the following balances: 


Loan to China in 1946, under the Export Credits Insurance Act .......+-s+e+0e- $ 49,426,000 

Loans to Roumania in 1919 for the purchase of goods produced in Canada ...... 24,329,000 
Balance arising out of implementation of guarantee, given under the Export 
Credits Insurance Act, of loans by chartered banks to Ming Sung Industrial 

Company Limited (carrying prior guarantee by the Government of China) 14,470,000 

Loans to Greece in 1919 for the purchase of goods produced in Canada .....-.. 6,525,000 
Loan to Province of Saskatchewan in 1908 for the purchase of seed grain (last 

payment received in 1959-60) .........ssseceeceerereer eter ecseccssseers seers 74,000 

$ 94,824,000 


Liabilities 
161. The following table lists the liabilities at March 31, 1966 by main headings in 
the Statement of Assets and Liabilities in comparison with the balances at the close of 
the two previous years: 


March 31, 1966 March 31, 1965 March 31, 1964 


Current and demand liabilities 


ee 


$ 1,398,836 ,000 


$ 1,432,616,000 


$ 1,619,692,000 


Deposit and trust accounts ............++.. 310,729,000 262,837,000 196,454,000 
Annuity, insurance and pension accounts .. 6,392,133 ,000 5,675,841,000 5,131,054,000 

Undisbursed balances of appropriations to 
special accOUNtS .......seccerceseeeecere 101,945,000 95,703,000 111,601,000 
Deferred credits: ccs sadeutuc- ee cerenaine 138,119,000 113,208,000 119,447,000 
Suspense ACCOUNT v0; cn -es one ve ee ees 31,391,000 5,532,000 5,118,000 
Uimatired“debioee tate cece ee eee ey 19,109,787,000 18,978,214,000 18,740,097,000 
$ 27,482,940,000 $ 26,563,951,000 $ 25,923,463 ,000 


ee 
—————————ee 


| 
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March 31, 1966 


shecourits: payablew sini. Merri y aaa. $ 380,309,000 
Outstanding treasury cheques .............. 332,860,000 

Non-interest-bearing notes payable to the 

International Monetary Fund and the 
Internationa] Development Association. . 255,388,000 
Interest “aceruéd PG iat 254,292,000 
TTS Si Stak Ga ee 110,931,000 
ATSC tt 5) le i ah aed a 27,325,000 
Inet rer srsts etree te Le 37,731,000 
$ 1,398,836,000 


The amounts shown for “Accounts payable” 


March 31, 1965 


$ 363,925,000 
315,077,000 


367,898,000 
231,173,000 
102,034,000 
19,141,000 
33,368,000 


$ 1,432,616,000 


March 31, 1964 


$ 342,673,000 
319,625,000 


586,996,000 
215,973,000 
91,894,000 
26,820,000 
35,711,000 


$ 1,619,692,000 


the year for which cheques were issued in April of the following fiscal year. 


N on-interest-bearing notes payable to the Internationa] Monetary Fund ($233 mil- 
lion) and the International Development Association ($22 million) are those portions of 
Canada’s quotas of the capital of these international agencies which are not covered by 


eash or gold. 


are the totals of charges pertaining to 


| 163. Deposit and trust accounts. The following is a listing of the balances included 
in this item at March 31, 1966 in comparison with the balances at the close of the two 


_ previous years: 
March 31, 1966 


Provincial tax collection agreements $ 66,320,000 

Guarantee GEORG | ae ee eee 39,634,000 
Indian trust funds ....................... 32,051,000 
Deposits by Crown corporations .......... 30,416,000 
Post Office Savings Banke ox. oes. oh ons hens 22,024,000 

National Harbours Board ................ 21,627,000 

Canadian Pension Commission (Administra- 

Bron trust, find ie os vac se. <u. as. 15,160,000 
Instalment purchase of bonds by public 

Ber vicevemployees eMC ON ary). 13,568,000 
Contractors’ holdbacks .................. 10,361,000 

Veterans’ Land Act trust ACCOUDM beats sce 7,041,000 
Canadian vessel construction assistance ... 6,982,000 
Army Benevolent Fund .................. 5,385,000 
Contractors’ security depositsie 17.9, 07 5,254,000 
Permanent services deferred Da Va ae 3,464,000 
Northwest Territories revenue account ... 3,417,000 
Prairie Farm Emergency Fund ............ 3,295,000 
ae Tes on. AM RT A. knee ch. 24,730,000 


$ 310,729,000 


March 31, 1965 


$ 48,797,000 
34,742,000 
31,109,000 
27,473,000 
23,255,000 
13,560,000 


14,489,000 


13,257,000 
8,802,000 
4,496,000 

478,000 
5,560,000 
6,028,000 
3,434,000 
2,683,000 


24,674,000 


$ 262,837,000 


March 31, 1964 


$ = 
27,375,000 
29,167,000 
14,340,000 
24,605,000 
13,320,000 


13,490,000 


12,535,000 
8,604,000 
4,288,000 

246,000 
5,779,000 
7,961,000 
3,747,000 
2,356,000 


28,641,000 


$ 196,454,000 
—————_—___ 
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The Federal Government collects provincial income taxes from persons on behalf of 
all provinces except Quebec and from corporations on behalf of all provinces except 
Ontario and Quebec. At March 31, 1966 collections had exceeded remittances by 
$66,320,000. In the preceding year collections exceeded remittances by $48,797,000, but 
in 1963-64 remittances exceeded collections by $10,435,000 and this amount was included 
in “Loans to provincial governments” 1n that year. 


The increase of $4,892,000 in the balance for “Guarantee deposits” was largely due 
to amounts deposited with the Department of Northern Affairs and National Resources 
as guarantees in connection with oil and mineral rights and licences. 


The increase of $2,943,000 in “Deposits by Crown corporations” is due mainly to 
additional deposits of $3,976,000 by Export Credits Insurance Corporation, offset by a 
withdrawal of $1,200,000 by Eldorado Mining and Refining Limited. 


The balance in “Post Office Savings Bank”’, $22,024,000, is the amount on deposit in 
298,615 depositors’ accounts—a reduction of $1,231,000 and 1,124 accounts during the 
year. Interest is paid on deposits at a rate of 24% per annum. 


The increase of $8,067,000 on deposit by the National Harbours Board at March 31, 
1966 resulted from a change in policy whereby the Board deposits reserve funds in the 
Consolidated Revenue Fund rather than investing in securities. 


The increase of $2,545,000 in the Veterans’ Land Act trust account was mainly due 
to increased initial payments deposited by veterans pending approval of sales, following 
authorization on June 30, 1965 of an increase in the maximum individual amount which 
may be loaned. 


Under the terms of the Canadian Vessel Construction Assistance Act, R.S., ¢. 43; 
owners of vessels who claimed special depreciation allowances under the Income Tax Act 
may at the time of disposal of a vessel deposit the amount of tax on recaptured deprecia- 
tion with the Canadian Maritime Commission. In the event of a purchase of a new 
vessel within seven years under certain conditions, such deposit may be returned to the 
owners. During the year $12,022,000 was deposited to this account and $5,518,000 was 
returned to the owners. 


The Prairie Farm Assistance Act, R.S., ¢. 218, imposes a levy of 1% on the price of 
erain purchased by licensees under the Canada Grain Act and the moneys collected are 
eredited to the Prairie Farm Emergency Fund. Awards are made to eligible farmers in 
areas affected by crop failures in the provinces of Manitoba, Saskatchewan and Alberta 
and the Peace River District of British Columbia. During 1965-66 credits to the Fund 
totalled $10,338,000 while awards totalled $7,043,000 resulting in a surplus of $3,295,000. In 


1964-65 there was a deficit of $367,000 which was charged to an appropriation provided 
by Parliament for the purpose. 


The $22,197,000 shown for “Other” balances at March 31, 1966 represents the total 
of 89 balances including: Veterans’ Care trust fund, $2,974,000; common school funds, 
$2.678,000; Emergency Gold Mining Assistance holdbacks, $2,297,000; National Research 
Council special fund, $2,228,000; and the immigration guarantee fund, $1,553,000. 


at March 31, 1966, in comparison 
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164. Annuity, insurance and pension accounts. The balances making up this item 


previous years, are given in the following table: 


with the corresponding 


March 31, 1966 


Public Service Superannuation Account. ....$ 2,390,383,000 


Canadian Forces Superannuation Account .. 2,184,210,000 
Royal Canadian Mounted Police Super- 

annuation Account ...................... 65,411,000 
Government Annuities Account Ais sos 1,317,080,000 
Canada Pension Plan Account .........._. 89,406,000 
Did Ages Security Wand)... ¢.cerer ss); 216,983,000 
there ahaa winera sf. Wea seis. ccc. 128,660,000 


March 31, 1965 


$ 2,161,828,000 
2,028,123,000 


57,707,000 
1,303,137 ,000 


125,046,000 


$ 6,392,133,000 ¢ 5,675,841 ,000 


annuation accounts are summarized as follows: 


Public Service Superannuation Account 
ee MS eo. uae el mn eh 


| 
| 
| 


Add: 
Interest 


Balance, March 31, 1966 


Gerding gtr a 2 Sac: 9! scdelie oe, $506; wheiteics)ivllaVah nles/e/aie"'e sme oi. whe venc $ 


Actuarial adjustment—Contra—“deferred charges” account 


ee eee 


89,499,000 
79,600,000 
66,725,000 
61,458,000 

1,180,000 


gibeeiran POPES OLGs creer 150 atalw 6a) te) eile! we oi oe 


BS STONE ORO TY OD URL OND o Ute PON R OR NCCT CRT RICH RRR REN ee, 


57,674,000 
11,317,000 
916,000 


Dios Pe Sse. ol-8) 180.09) 8! 616.6: 6) lal wie) te: 6. 6lotis) ails. 6 


Se Bade CA DasL BA's 6 88) \e'ln Bad a) ates iSuinl », Sip (6: had Lee 460 50.0, oe 


Arh ecient ©) Py Ses eee! NASD TOL ret @ ee vet-alok My! wie hex iaiel aye ahs 


Canadian Forces Superannuation Account 
| Balance, April SOUL 2 etd 5 agente eee TR et a 


| 
{ 


Add: 
Interest 


RUDRA Caer eretsiore °)vic ersladl-vanePyedeumusrenstc'v sac sa-e-x $ 


Contributions by the Government ........................ 


Sierwiec.c 


See es uae GEO’ SOF 9 (0, 6!-8\50' 8 '9)i@- ai :a0) w) ouatehelel iid ¢ ocd ae cach aveaccetiy a 


Ce ey 
ee PE SSS Re SD IOIEe Ibi U8 eo eRe wile BW. ee \b tb 6i 6) is. Seis 4, sie. 6 


83,252,000 
58,790,000 
34,053,000 
16,600,000 

338,000 


NAL ACS OPC BECCA AS (Ju et ta her eh teh Ree ere pet 


26,748,000 
10,130,000 
68,000 


March 31, 1964 


$ 1,856,408,000 
1,821,525,000 


45,987,000 
1,284,262,000 


122,872,000 


$ 5,131,054,000 


The transactions during the year ended March 31, 1966 in each of the three 


$ 2,161,828,000 


298,462,000 
2,460,290,000 


69,907,000 


$ 2,390,383,000 


$ 2,028,123,000 


193,033,000 
2,221,156,000 


36,946,000 


$ 2,184,210,000 


balances at the close of the two 


super- 
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Royal Canadian M ounted Police Superannuation Account 


Balante, Aprilelv106D* Neate eae cere or cewne eencrt es at $ 57,707,000 
Add: 
Contributions by the Government ...-.+-++seeeesrrseees $ 3,862,000 
Tatordst sew, «a eee me ee tee ena 2,421,000 
Contributions by participants ........+-seeserreeerereseees 2,252,000 
Contributions by Newfoundland ......--+++eeeerrereereess 17,000 
8,552,000 
66,259,000 
Deduct: 
Annuities and allowances payments ...-.+++e+srreerreeres 509,000 
Termination payMents ........eceeeeeeserereceecereecseees 326,000 
Otherecharwes”. once eect + «0 Memes eee eV eee aS 13,000 
848,000 
Balance, March 31, 1966s22.n4. 15g 2 eines ate ee Oe ss $ 65,411,000 


The following is a summary of the transactions in the Government Annuities Account 
during the past three years: 
Year ended March 31 


1966 1965 1964 
Balance at beginning of year .....---+++++> $ 1,303,137,000 $ 1,284,262,000 $ 1,264,436,000 
TLOCCS Oe a ein ais cid oicia leh < relaiivngs oeareaisreises 50,048,000 49,180,000 48,383,000 
Premiums .. secs ds cms sees se aaleqcisasemss 27,619,000 30,162,000 29,413,000 
Sundry adjustments ......--seeeeere ee eees 6,000 10,000 — 
1,380,810,000 1,363,614,000 1,342 232,000 
Vested annuity and commuted value pay- 
ments and refunds .......---+-sseerecees 62,228,000 59,782,000 57,092,000 
Transfer to revenue of the excess over 
actuarial value of outstanding contracts 1,502,000 695,000 878,000 
63,730,000 60,477,000 57,970,000 
Balance: at ovlarchli coleman cutee teers ria $ 1,317,080,000 $ 1,303,137,000 $ 1,284,262,000 


The following is a summary of the transactions in the Canada Pension Plan. 
Account during the year ended March 31, 1966: 


Contributions from employers and employees .....+-++e+eserreees $ 94,880,000 
Taree hs oscar a ehatcunl don acta in’ 6 Ae Npauensiate ces «oa greslatone cons witen pees aatl as 37,000 
$ 94,917,000 
Deduct: 
Administrative @XPeNS€ .....ceeceeeceeectcereeeeesar cece receres 5,511,000 


Balance, March $1, 1966 .....c1iscseccreconseseccanecsssevesoerees $ 89,406,000 
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The following is a summary of the transactions in the Old Age Security Fund during 
the past three years: 


Year ended March 31 
ee ee 
1966 


1965 1964 
Collections of tax— 
Oiiiales: a yarmreat ao! 2. rea are. | $ 522,086,000 ¢ 383,150,000 ¢ 331,760,000 
On personal incomes ................... 494,900,000 431,900,000 302,600,000 
On corporation incomes ................ 152,250,000 145,250,000 115,750,000 
1,169,236,000 960,300,000 750,110,000 
Payments of pensions under the Old Age 
CeCuriLy RA ch wrepeiernee, .a nonerrsteen 927,299,000 885,294,000 808,391,000 
Surplus (deficiency) for the Viealean bien cit . 241,937,000 75,006,000 (58,281,000) 
Preceding year’s balance brought forward . (24,954,000) (99,960,000) (41,679,000) 
Surplus (deficit) at March he i eae Gees inaaate bat $ 216,983,000 $ (24,954,000) ¢ (99,960,000) 


The following is a listing of the major items included in “Other” balances, with the 
balances for the previous two years shown for comparative purposes: 


March 81,1966 March 31,1965 March 31, 1964 

Veterans’ Insurance Fund ...................... $ 30,123,000 $ 29,027,000 $ 27,601,000 

| Civil Service Insurance ETT lcae 7 tess caer et, ceo ee 24,218,000 24,289,000 24 239,000 

Canadian Regular Forces Death Benefit Account . 16,717,000 15,010,000 13,240,000 

| Unemployment Insurance Ue TTs aa ae oY Oe 13,571,000 14,282,000 16,796,000 

| Returned Soldiers’ Insurance Fund ............. 12,115,000 12,707,000 13,295,000 

| Public Service Death Benefit Account .......... 11,197,000 9,876,000 8,612,000 
Royal Canadian Mounted Police Dependents’ 

ERC gd wt gered te enh es 7,663,000 7,369,000 6,916,000 

Public Service Retirement Paras! at Saree, YD 5,185,000 5,576,000 6,007,000 

pC coision tnads we heme 5,214,000 4,699,000 4,247,000 
Members of Parliament Retiring Allowances 

Ante Re OW OAL BR be ay byays 2,075,000 1,920,000 1,671,000 

OLLI 0 © caste aint iia Miata tli tl 582,000 291,000 248,000 


$ 128,660,000 $ 125,046,000 $ 122,872,000 


The transactions during the year ended March 31, 1966 in the Members of Parlia- 
Ment Retiring Allowances Account are summarized as follows: 


ee etn tere ee ee ee ware $ 1,920,000 
Add: 
Contributions by participants ........... 00.0.0 cc0cc0c000000.05.., $ 288,000 
Contributions by the Government: Sula eye ae Mien i tuah « 196,000 
eect scene, O,. 7 MUOPMRSE. B..... BROL Lak preciso 80,000 
—__ 514,000 
2,434,000 
Deduct: 
pes sllowanpcaette is cigmmamer--.....-010 ki... 286,000 
SCUIBURES CUISUGSS oe ease Re mR 73,000 
359,000 
eee March stro +. ©... MACE Bo on eee Beidicemoneets ese $ 2,075,000 
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165. Undisbursed balances of appropriations to special accounts. The following is a 
listing of the balances ‘neluded in this item at March 31, 1966 in comparison with the 


balances at the close of the two previous years: 
March 31, 1966 March 31, 1965 March 31, 1964 


International Development Assistance Fund ...$ 78,680,000 $ 82,245,000 $ — 


Railway Grade Crossing Bud # eee 11,005,000 6,865,000 17,649,000 
Centennial of Confederation UNG. Saeco 10,555,000 6,024,000 3,000,000 
National <Capital Pumdi) tic. oss» aatielien aietinre « 1,626,000 426,000 6,426,000 
Golombo Plan Fund) J. 12s... 225.5 secede etme — 84,451,000 
CiWer. Gaon. vas d «eee oe eee eee 79,000 143,000 75,000 


$ 101,945,000 $ 95,703,000 $ 111,601,000 


The International Development Assistance Fund was established under authority of 
Department of External Affairs Vote 33d, Appropriation Act No. 2, 1965, 1964-65, c. 50. 
The Vote also authorized the transfer to this Fund of the unexpended balance of the 
Colombo Plan Fund. The Fund provides for payments of economic, technical and educa- 
tional assistance to developing countries and for certain administrative expenses. Expend- 
iture during 1965-66 totalled $35,532,000. Under authority of Department of External 
Affairs Vote 35e, Appropriation Act No. 4, 1966, 1966-67, c. 6, the Fund was credited 
during the year with $31,967,000, this being the unexpended balance of the sub-vote for 
International Development Assistance within Department of External Affairs Vote 35. 


Amounts of $5,000,000 provided under section 265 of the Railway Act, R.S., c. 234, 
and $9,000,000 provided under Department of Transport Vote 82 were credited to the 
account for the Railway Grade Crossing Fund during 1965-66. Expenditure totalling 
$9 860,000 was incurred in aiding in the cost of installing protective devices at railway 
rade crossings, grade separations, and reflective markings on the sides of railway cars. 

An amount of $9,000,000 provided by Secretary of State Vote 35 was credited to the 
Centennial of Confederation Fund, while expenditure of $4,469,000 was charged thereto. 

An amount of $12,100,000, provided by Department of Public Works Vote 65, was 
credited to the National Capital Fund and the Fund was charged with payments to the 
National Capital Commission totalling $10,900,000 to finance the cost of capital projects 
approved by the Governor in Council. 


166. Deferred credits. The following is an analysis of this item at the close of the 
1965-66 fiscal year and the two previous years: 
March 31,1966 March 31, 1965 March 81, 1964 


Deferred interest on loans made under the United 


Kingdom Financial Agreement Act, 1946 ..... $ 82,985,000 $ 63,761,000 $ 44,174,000 
Deferred interest on loans to The St. Lawrence 

Seaway Authority .. 4.0 sc <ssee: weeseeen em 45,145,000 38,724,000 63,761,000 
Equity in agency account of Crown Assets Dis- 

posal Corporation s2. ii 0). scene cs entree eh 5,004,000 5,522,000 5,173,000 
Credits arising from the recording of agreements 

Crasnle [Of (CLOWIUMASSC LSet erin: oar terete ner 1,355,000 2,991,000 4,702,000 
Unamortized premium on loans .......-+-+++++- 1,157,000 — == 
Obhere balances ecco coum ectey teretort a Sete sonnonere crs 2,473,000 2,210,000 1,637,000 


$ 138,119,000  $ 113,208,000 $ 119,447,000 


———— 
_—— 
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The increase in the item “Deferred interest on loans made under the United Kingdom 
Financial Agreement Act, 1946” resulted from the Government of the United Kingdom 
exercising its option, for the second time since 1957, to defer the annual instalment of 
principal and interest on the loans. 


The St. Lawrence Seaway Authority paid $9,399,000 on account of interest previously 
deferred, while payment of interest for the year 1965, amounting to $15,820,000, was in 
turn deferred. This deferred interest is payable by the Authority over a 43-year period 
commencing in 1967, along with repayments of principal. 


The unamortized premium on loans relates to two short-term loans, maturing on 
April 1, 1969 and October 1, 1969, for which bonds were issued during the year at a 
premium of $1,337,000. This premium was amortized to the extent of $180,000, the 
amortization being credited to interest on the public debt. The balance is to be amortized 
over the remaining life of the bonds. 


167. Suspense accounts. This item showed an increase of $25,859,000 over the pre- 
vious year due largely to the setting up for the first time of a provision of $14,972,000 for 
the premium payable on Canada Savings Bonds maturing November 1, 1968. The amount 
of the bonds which will be outstanding at that time is estimated at $700 million and the 
premium payable at $21 million. This premium has been apportioned on a time basis and 
the part attributable to the period November 1, 1959 (the date of issue of the bonds) 
to March 31, 1966, and which was charged to expenditure in the year, amounted to 
$14,972,000. The balance of $6,028,000 will be provided in equal monthly instalments up 
tothe date of maturity. Also included under this heading is an amount of $9,073,000 


received from sales of surplus buildings, materials, etc., and credited to a special account 


in accordance with Department of National Defence Vote 48, Appropriation Act No. 2, 
1966, 1966-67, c. 3; and balances of $1,443,000 in a Department of Public Works special 


account, being the unapplied portion of the contribution of the City of Montreal towards 


the cost of an ice control structure, $1,202,000 in the Unclaimed Cheques account, 
$837,000 in the Hospital Insurance-Outside Canada account, and $634,000 in the Na- 
tional Defence Replacement of Materiel account. In 1965-66 the proceeds of sales of 
Inateriel to other countries, totalling $1,102,000, were credited to the Replacement of 


Materiel account pursuant to section 11 of the National Defence Act, R.S., c. 184, while 


$1,034,000 for procurement of replacement materiel was charged to the account. 


168. Unmatured debt. A summary of the unmatured debt outstanding at March 31, 


1966, in comparison with balances outstanding at the close of the two previous years, 


is as follows: 
March 31, 1966 March 31, 1965 March 31, 1964 


Bonds— 
mavable in Canada 5.56. eclscncrese.: $ 16,588,787,000  $ 16,461,809,000 § 16,133,692 ,000 
Payable in New York ................ 371,000,000 376,405,000 376,405,000 
16,989,787 000 16,838 214,000 16,510,097 000 
Treasury bills (not exceeding 180 days) . 2,150,000,000 2,140,000,000 2,230,000,000 


$ 19,109,787,000  $ 18,978,214,000 $ 18,740,097,000 
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The increase of $126,978,000 in the bonds payable in Canada is the amount by which 
new borrowings of $2,614,370,000 exceeded redemptions of $2,487,392,000. Canada Savings 
Bonds accounted for $920,269,000 of the new borrowings and $739,502,000 of the re- 
demptions. 


Issues payable in New York were valued at the official parity rate of $1 US.= 
$1.08108 Canadian. 


It has always been the practice to include treasury bills and bonds maturing within 
the ensuing fiscal year in the amount shown for “Unmatured debt” along with issues 
maturing at later dates. In addition to treasury bills of $2,150 million shown in the above 
table as maturing within 180 days, the following issues, all payable in Canada, fall due 
in 1966-67: 


Loanvof 1965-66, duesMayel, 1966 o.utele seem sang bray e iy: ie rn eae $ 325,000,000 
Ninth Victory Loan 1945-66, due September 1, 1966 ........-eeeeeeeeeeererces 245,202,000 
Loan’ of 1965-66, due. September 1, 1966 ...%. sae sai remitenint Seb es ee 205,000,000 
Canada Savings Bonds 1954-66, due November 1, 1966 .....---eeeeeesccceseerees 23,837,000 
Loan of 1961-66, due December 15, 1906, 44. nec74* top senses ooee series ue 175,000,000 
Loan of 1963/64-66, due December 15, Ike (tsF Ae ae Some moo eavcoptoe ooo ces COonur 125,000,000 
Loan of 1965-66, due December 15, 1900. cos. on sions va nisin tecisinis onesies erin” sae 150,000,000 


$ 1,249,039,000 


Net Debt 


169. With the Liabilities amounting to $27,482,940,000 (paragraph 161) and the 
Assets to $11,939,492,000 (paragraph 149), the Net Debt at March 31, 1966 was 
$15,543,448,000. The following is an analysis of the Net Debt Account for the year: 


Balance, April 1, 1965.05 ccc ot wie inte = os citi ae igo += ois $ 15,504,473,000 
Deficit for the year— 


Expenditure). <.c 0. dies + sige s a meets ees Mane oe cer $ 7,734,795,000 
IDEN Ail eee Mean ben ie yo Groce odor oo. G0 60 Ob OG OoC 0G 000n 7,695,820,000 
38,975,000 
Balance, March 31, 1966 ......-.csceecsceereererececeers $ 15,543,448,000 


————$—$—$—$—$———$———————— 
— 


Contingent Liabilities 


170. A note on the Statement of Assets and Liabilities gives the totals of the several 
classes of contingent liabilities at the year-end and refers to page 7.84 of the Public 
Accounts (Volume 1) where details are to be found. 


amounts outstanding at March 31, 1966 i 
the close of the two previous years: 


| March 31, 1966 


Insured loans made by approved lenders 
under the National Housing Act, 1954 .. -$ 5,321,621,000 


Railway securities guaranteed as to principal 
and interest 


Deposits maintained by the chartered banks 
in the Bank of Canada ..............._ 


Guarantees under Export Credits Insurance 
Act, Part 1 


1,331,548,000 


1,031,322,000 


BA shee Pare Coen N ore Ces 4 4 Sete « 508,213,000 
Loans made by chartered banks to the 

| Canadian Wheat Board ............... 232,037,000 

| Other contingent liabilities of determinate 

| PROUREAY, een ur er ae MY TL) iacnes, & 227,994,000 


$ 8,652,735,000 


| 
| 
} 


Among the contingent liabilities of 
iade by approved lending institutions 
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March 31, 1965 


$ 4,949,864,000 
1,368,298,000 
897,218,000 
468,644,000 
169,770,000 


112,248 000 


$ 7,966,042,000 


March 31, 1964 


$ 4,499,000,000 
1,377,611,000 
840,037,000 
378,096,000 
151,313,000 


82,217,000 


$ 7,328,274,000 


indeterminate amount is that in respect of loans 
under National Housing Acts prior to 1954. 


122 
Comments on Assets and Liabilities 


1 Administration Act requires that there be included 


171. Section 64 of the Financia 
in the Public Accounts “s statement, certified by the Auditor General, of such of the 


he opinion of the Minister [of Finance] are required 


assets and liabilities of Canada as in t 
to show the financial position of Canada as at the termination of the fiscal year’. 


172. The Statement of Assets and Liabilities as at March 31, 1966 was prepared by 
same basis as in previous years, the following explana- 
luded in the introduction to the Public Accounts: 

enues receivable, revenue and other asset accruals 
and inventories of materials, supplies and equipment are not recorded as assets (except 
when these are held as charges against working capital accounts or revolving funds) nor 
are public works and buildings or other fixed or capital assets. Following the principle that 


or revenue-producing assets should be offset against the gross 


only realizable or interest- 
liabilities, costs of capital works are charged to expenditures at the time of acquisition or 
ional monuments, mili- 


construction. Consequently, government buildings, public works, nati 
tary assets (such as aircraft, naval vessels, and army equipment) and other capital works 
and equipment are recorded on the statement of assets and liabilities at a nominal value of 
$1 as the value is not considered 


as a proper offset to the gross liabilities in determining 
the net debt of Canada. 


On the liabilities side, accrued liabilities (except for interest accrued on the public debt) 
are not taken into account in determining the obligations of the government. However, under 
section 35 of the Financial Administration Act, liabilities under contracts and other accounts 
payable at March 31 if paid on or before April 30 may be charged to the accounts for the 
year. These are recorded as accounts payable in the “Current and demand liabilities” 


schedule to the statement of assets and liabilities. 


the Department of Finance on the 
tion concerning this basis being inc 
With certain exceptions, taxes and rev 


This explanation reflects a policy established by the Minister of Finance in 1920, that 
assets to be included in the Statement of Assets and Liabilities should be confined tc 
those which are readily convertible or which are revenue-producing. The Minister hac 
immediately implemented this policy by removing from the Statement of Assets anc 
Liabilities a substantial amount in loans, etc., which could not meet this test. 


This policy has been followed by successive Ministers of Finance ever since but ¢ 
major exception was introduced in 1957-58 when funds required by the National Capita 
Commission for the purchase of lands in the Greenbelt were recorded as loans to th: 
Commission instead of budgetary expenditure as had formerly been the case. They wer 
given the appearance of being revenue-producing by asking Parliament to appropriati 
money to the National Capital Commission with which to pay interest on the loans. Th 
Public Accounts Committee, which holds the view that outlays on property in the Green 
belt are expenditures of the Crown rather than income-producing investments, has 0 
two occasions requested the Department of Finance to review the existing practice witl 
the National Capital Commission with a view to placing the financing of the Commissio! 
on a more realistic basis (see Appendix 1, item 19). 


A further major exception to the policy was ‘introduced in 1964-65 when, as W@ 
pointed out in paragraph 55 of our 1965 Report, the funds required by the Canadial 


ee 
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Broadcasting Corporation to meet its capital expenditures during the year ended 
March 31, 1965 were provided by means of loans instead of grants as in the past. Para- 
graph 54 of this Report outlines the extent to which this practice has been continued. 


Another major exception to this policy was made in 1965-66 when the grants provided 
to the Canadian Corporation for the 1967 World Exhibition became exhausted and 
Parliament was asked to approve of loans to the Corporation rather than additional 
grants although it was obvious at the time, because of the deficit forecast for the Corpora- 
tion, that a substantial portion of the loans could never be repaid. 


In its Seventh Report 1966 presented to the House on October 26, 1966 the Public 
| Accounts Committee stated that it was disturbed to learn that not only was no review 
_ undertaken by the Department in the case of the National Capital Commission but that 
_ the practice was continued and further extended in 1964-65 when the House was asked to 
approve loans to the Canadian Broadcasting Corporation. The Committee reiterated its 
opinion that “expenditures of this type are not loans or advances which can or should be 
regarded as revenue-producing assets but are in fact grants and should be charged directly 
_to budgetary expenditure in the Public Accounts of Canada” (see Appendix 1, item 41). 


' 


| With respect to the financing of the Canadian Corporation for the 1967 World Exhi- 
| bition, the Committee included the following in its Seventh Report: 


| The Committee recommends that amendments to the existing legislation be placed 
before Parliament and the Legislature of the Province of Quebec so that the additional 
-- grants required can be made by the parties concerned, namely Canada, Quebec and the City 
of Montreal. The Committee directs the attention of the House to the fact that unless these 
additional grants are provided, the Corporation’s presently estimated total requirement of 
$143 million (less $40 million already provided by Canada, Quebec and Montreal) will 
have been financed by loans from Canada and the Corporation will be burdened with the 
cost of additional interest and at the conclusion of the Exhibition will not have the cash 
resources necessary for payment of its indebtedness to Canada. (See Appendix 1, item 42.) 


Under the policy outlined at the beginning of this section the cost of government 
buildings and other public works undertaken by government departments is charged to 
sxpenditure at the time of acquisition or construction because the departments are de- 
dendent on public revenues for their capital needs. The two Crown corporations referred 
0 above are also dependent on public revenues for their capital needs. The Canadian 
orporation for the 1967 World Exhibition is similarly dependent on public revenues to 
‘over the cost of its residual assets estimated at $60 million and its anticipated deficit 
f $83 million (see also paragraph 56). 


i 


173. Accounts receivable. Taxes and sundry accounts receivable are not recorded as 
Ssets in the Statement of Assets and Liabilities. 


Information regarding the accounts receivable of each department at March 31, in 
oMparison with the corresponding total at the close of the preceding year, is given in the 
*veral departmental sections of Volume II of the Public Accounts. 


124 AUDITOR GENERAL’S REPORT 


A summary of the accounts receivable totals by departments is included as Appendix 
13 on page 9.26 of Volume I of the Public Accounts. This summary shows a total of 
$292, 424,000 receivable at March 31, 1966 of which $1,127,000 is shown as uncollectable. 
The comparable figures for the previous year were $264,521,000 and $1,001,000 respec- 
tively. Uncollectable accounts of the Department of National Revenue amounting to 
some $43,562,000 at March 31, 1966 have not been segregated in the summary. 


The accounts receivable totals reported as at March 31, 1966 were the amounts 
remaining after certain uncollectable debts 
(a) of $1,000 or less had been deleted from the accounts under authority of section 23 of 
the Financial Administration Act, and 
(b) in excess of $1,000 had been written off under authority of Department of Finance Vote 
16e, Appropriation Act No. 4, 1966, 1966-67, c. 6. 


A summary of these deletions by departments follows: 


Deleted under authority of 


FA. Act, Finance Total 

Department Items section 23 Vote 16e deleted 
Agriculture. aG.ct. + wets eee eerrnue 2 $ 991 $ 14,996 Calo 98a 
i ianiCes cates hace a teres toe ste eames 107 27,332 2,543 29,875 
Wabour mo yea ec Cater roetenc toners 470 17,402 17,402 
National Defence .......---+eee eet eres 450 53,801 27,367 81,168 

National Revenue— 

Customs and Excise Division ......-- 831 117,218 868,695 985,913 
Giant IDIAROM, Godococagoo, sapecnc 9,012 550,766 550,766 
Northern Affairs and National Resources. 298 10,096 4,789 14,885 
Posty Oficey hiss cian deers en ey eae 3 252 8,443 8,695 
Transport | s.se's. domains ee aaa aise Peo 110 2,888 26,334 29 222 
Weterans, Aitairs i ace ceric ciinr risa 570 138,082 111,085 249,167 
(GUNS tale ee enc poo Meneeanccud wo oees 682 19,376 11,566 30,942 


12,535 $ 938,204 $ 1,075,818 $ 2,014,022 


In our 1965 Report we drew attention to the fact that some departments were not 
keeping their accounts receivable records accurately and efficiently in that they were not 
maintaining controlling accounts or providing for an effective verification of the accounts 
by officers other than those responsible for keeping them. We also reported that the 
Treasury Board was in the process of developing a policy with respect to revenue control 
designed to eliminate the conditions referred to by the Auditor General, the Public 
Accounts Committee (in its Sixth Report 1964) and by the Royal Commission on Govern- 
ment Organization. The Treasury Board policy was not completely developed until early 
in 1966-67. Thus the weaknesses in internal control continued throughout the year. 


Included in the accounts receivable were amounts totalling $746,000 representing 
intra- and inter-departmental accounts which should have been settled before the books 
were closed for the year. The accounts had not been settled because of 

(1) delays by creditor departments in submitting billings, 
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(2) delays by debtor departments in processing invoices, and 
(3) insufficient funds in various departmental appropriations. 


174. Accounts receivable—Department of National Revenue. Of $292 million of 
accounts receivable at March 31, 1966, $255 million was applicable to the Department of 
National Revenue. With the co-operation of the officials of the Customs and Excise Divi- 
sion and the Taxation Division of the Department, analyses have been prepared showing 
the nature and amounts of the unpaid accounts of these Divisions. 


CUSTOMS AND EXCISE DIVISIOn.—The following is a summary of the accounts receiy- 
able of this Division at March 31, 1966 with comparable amounts at the close of the 
previous year: 

March 31,1966 March 31, 1965 


Collectable— 
ELE Re: Men TE es eek Te Fe LOO NTT ET) $ 12,673,000 $ 11,381,000 
Duties and taxes on importations .............0.cecccccceeccececen. 11,990,000 1,227,000 
CEES CEES Oa en ae ea ee Ter ee 686,000 531,000 
PU PUGAROIS SIRE ATR Votes. ccslciie sokinnds sips visti Soe oac cos. 162,000 197,000 
DPN ae apatite Ach Sachs Sod it. 8 BIRR EBV vireo oes oc. 1,000 2,000 
25,512,000 13,338,000 
Uncollectable— 
DIR AOS Retreat BAS eee; ef! 870,000 1,022,000 
Duties and taxes on importations .............0..ccececceeeees., 204,000 166,000 
SORE TEE STS Dn a ty an ah il, elt SE etat ete 46,000 47,000 
Ba ER ONE ee th cneirs Sith anes sine eceiér cise... he — 3,000 
SUSI AEs Sk OE a ee lini ene a ald 4,000 4,000 


1,124,000 1,242,000 


$ 26,636,000  $ 14,580,000 


The amount of $11,990,000 shown above for duties and taxes on importations in- 
cludes an estimated $10.2 million owing by motor vehicle manufacturers because of failure 
‘to fully comply with conditional agreements (sce also paragraph 106). The uncollectable 
amount of $204,000 shown under this category is the result of errors made requiring the 
passing of amending entries, and of tourist exemptions claimed but later disallowed 


because of an exemption within the preceding four months. 


\ 


The governing legislation does not require that interest be charged by the Division 
on overdue accounts except in the case of amounts owing by excise tax licensees. 


In our Report last year (paragraph 169) we stated that the Division was preparing 
so extend the system of accounts receivable control accounts to include all receivables. 
However, this has not yet been fully accomplished. Furthermore, the Division is still 
inable to supply an aging of their accounts. We understand that substantial progress in 
his regard is expected by March 31, 1967. 

| 


| 
| 
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TAXATION DIVISION.—The following is a summary of the accounts receivable of this 
Division at March 31, 1966 with comparable amounts at the close of the previous year: 


March 31, 1966 March 31, 1965 


Income tax— 


Individuals Scenics < des RRA ES See te AEs ees Oe $ 126,077,000 $ 121,659,000 
Corporations 24... .eccesecrcecee cece seeeceespsinged ce one cee 71,189,000 66,907,000 
Tax deductions and non-residents ........ eee eeeecee cece cers 11,370,000 11,065,000 
Deferred tax sos. hae ero n soe Oe Moe rae tia eae cterate stele antteme sfareenerae sre? 5,860,000 6,238,000 
214,496,000 205,869,000 

Estate tax and succession duty .........eeee cece cere cece eeeeee 13,577,000 14,345,000 
Provincial aMCOme tax cocies cis sel ts cictetee ies tae See rlerete ole ies 30,000 42,000 


Sundry: accoumts ec Pes gree cee oe see ee» claw ees wripcis orale 2,000 3,000 


$ 228,105,000 $ 220,259,000 


Only $50 million, or 22% of the total of $228 million shown above, represents current 
collectable accounts. The remainder, $178 million (over 113,000 accounts), had not been 
collected for the following reasons: 

March 31,1966 March 31, 1965 


1. “Undervappesl er rirs : csc. s dame Me tee oe eae $ 85,984,000 $ 75,102,000 
There were 894 accounts under appeal at 
March 31, 1966. Section 51 of the Income Tax 
Act, R.S., c. 148, provides that “the taxpayer 
shall, within 30 days from the day of mailing 
of the notice of assessment, pay to the Receiver 
General of Canada any part of the assessed tax, 
interest and penalties then remaining unpaid, 
whether or not an objection to or appeal from 
the assessment is outstanding”. Information as 
to the number of accounts which are secured or 
partially secured was not available at the head 
office of the Division. 


9. Uneéollectable: 4.005 st ua.) qutteca oer) enter cea 42,438,000 45,095,000 
There were 23,540 uncollectable accounts at 
March 31, 1966 of which 5,510 totalling 
$10,578,000 were accounts in bankruptcy. 
During the year 9,012 accounts amounting to 
$550,766 were written off. 


3 Current agsessinent® ..0- >: sc eee ee eee 27,248,000 30,719,000 
This amount represents 73,536 accounts for 
recent assessments and re-assessments the bulk 
of which were not due until April 30, 1966. 


4. Duplicate assessments ........- eee e eee e eee eee 3,058,000 5,000,000 
This is the total of 35 duplicate assessments 
which it was deemed necessary to raise against 
individuals or corporations with whom the 
originally assessed taxpayer may be associated 
or to whom he might transfer assets. 
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oi Demporarily jumeollectable (tt jens! wa Pe fe. 13,922,000 14,951,000 
There are 15,031 accounts in this category rep- 
resenting taxpayers who are unemployed, in 
jail, non-residents expected to return to Canada, 
operators and employees of seasonal businesses, 
self-employed, persons receiving foreign income 
who at present are immune to the collection 
process, or who are unable to pay now but 
whose financial circumstances are likely to 
improve. 
BM LION st Pe et se i ge a 5,860,000 6,238,000 
In accordance with section 13 of the Income 
War Tax Act, 1943-44, c. 14, the deferred tax 
is collectable only on the death of the tax- 
payer. The taxpayer had the option of paying 
part of the 1942 tax at a discount or having 
the executors pay it from his estate. 


Pe POMINCIN MIMDOINE AGS Te sink cs ccs obs sks oeiae ess 30,000 42,000 
This amount which is now regarded as uncol- 
lectable, represents the balance of 1939-40 pro- 
vincial income tax arrears for Quebec and 
Ontario transferred to the Federal Government 
for collection under authority of the Dominion- 
| Provincial Taxation Agreement Act, 1942, 
1942-43, c. 13. 


$ 178,540,000 $ 177,147,000 


We repeat the opinion expressed in last year’s Report (paragraph 169) that analyses 
r details of larger groupings of debts due to the Crown should be prepared by the depart- 
ients responsible and made available to Parliament each year through the medium of 
1e Public Accounts or in the departmental annual reports. 


_ 175. Accounts receivable—Department of Defence Production. The accounts receiv- 
ble of this Department are shown in the Public Accounts as amounting to $285,023 of 
hich $259,133 is recorded as being uncollectable. Not included in this total is an amount 
; $196,713 owing to the Department by corporations with respect to capital assistance 
“ovided from the Department’s annual appropriation for the establishment of qualified 
surces for the production of component parts and materials. 


176. Accounts receivable—Department of Northern Affairs and National Resources. 
‘he accounts receivable of this Department amounted to $1,347,000 at March 31, 1966 
ad included uncollectable accounts amounting to $106,000. Our examination of the 
‘counts receivable of this Department at March 31, 1965 revealed a substantial number 
C errors which were corrected prior to the publication of the Public Accounts for 1964-65. 
‘further and more detailed examination was later undertaken to establish the underlying 
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causes of these errors. On April 1, 1966 we informed the Department that there appeared 
to be a lack of understanding as to what constituted accounts receivable due the Crown 
and a lack of uniformity of procedures indicating need for more effective controls, more 
specific direction and closer supervision. It appeared that maintenance of these accounts 
was not taken seriously because of their memorandum status. 


The Department advised us on May 6 that our comments were viewed with concern 
and that a review of accounts receivable procedures had been found necessary because 
many of the existing systems and procedures were outdated. After modifications and the 
benefit of a further few months experience, the Department proposed to have a more 
exhaustive review of the complete system undertaken. 


Although the accounts receivable as at March 31, 1966 were compiled after this 
exchange of correspondence, they were again found not to have received the attention 
they deserved. Furthermore, it was apparent that collection procedures with respect to 
amounts owing to the Department, frequently by other departments, had not been 
tightened up. These matters have again been drawn to the attention of the Department, 


Included in the accounts owing to the Department is an amount of $225,000 ad- 
vanced to the Banff Recreational Centre in 1961-62 as a loan to be used in the construc- 
tion of a building costing $334,000 suitable for use as a curling rink. The loan is repayable 
in twenty equal annual instalments commencing November 1, 1966, with interest at 54% 
payable annually. The operation of the Centre has failed to produce sufficient revenue to 
permit the payment of interest which was in arrears to the extent of $44,000 at March 31, 
1966. 


The Centre had agreed to provide ice-making equipment and to operate and main- 
tain the building, furnishings and equipment. It was unable to pay the balance owing on 
ice-making equipment and in July 1965, with Treasury Board approval, the Department 
paid an amount of $32,100 as a charge to Department of Northern Affairs and National 
Resources Vote 20 to liquidate this liability. In seeking Executive authority for the pay- 
ment, the Department informed the Board that it would be made subject to the Centre 
giving some assurance that it would assume responsibility for the curling rink and meet 
its other obligations; that if these obligations were not met the rink would be closed until 
such time as the community made reasonable proposals for taking over its operation. 


A further item of expense to the Department in connection with the Centre was part 
of a $4,300 outlay in 1964 to management consultants for a study of ways and means of 
placing it, and the Jasper Recreation Commission (see paragraph 181) on a sounder 
economic footing. The consultants confirmed that the pattern of operation was such that 
the Centre was unable to meet its loan commitments to the Federal Government. 


177. Cash on deposit in chartered banks. Included in the item “Current assets” is a0 
amount of $635 million on deposit in bank accounts. Of this amount, $548 million was on 
deposit in the chartered banks in Canada, $74 million in the Bank of Canada and $13 
million in banks in London, New York, Paris and Bonn. 


| 


| 
| 
| 
| 
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The balances on deposit in foreign bank accounts are working balances against which 
cheques are drawn and which do not earn interest. The Bank of Canada, in accordance 
with the provisions of section 19(e) of the Bank of Canada Act, R.S., c. 18, does not pay 
interest on deposits. However, profits of the Bank of Canada are paid to the Receiver 
General and placed to the credit of the Consolidated Revenue Fund. 


Balances on deposit in the chartered banks in Canada in excess of $100 million earn 
interest on the minimum weekly balances at the weekly average accepted treasury bill 
tender rate for the three months treasury bills, less 10%. As in previous years, no interest 
was received on the aggregate of $100 million which was kept on deposit in the chartered 
banks throughout the year 1965-66 (see also paragraph 62). 


178. Departmental working capital advances. This item appearing in the Statement 
of Assets and Liabilities under “Current assets” includes a number of revolving funds 
established by various appropriation Acts and other legislation. Subject to any special 


provisions in the establishing legislation, the operation of revolving funds is in general 


governed by the provisions of sections 58, 59 and 60 of the Financial Administration Act. 


These sections specify the charges and credits which may be made to a revolving fund 


and the composition of the balance of the fund at the year-end, in which connection 
section 58(5) states as follows: 


At the end of each fiscal year the value of the inventory held and accounts receivable 
in respect of the operations of a revolving fund shall be determined in accordance with 
regulations of the Treasury Board, and if such value added to the receipts shown in the 
revolving fund, exceeds the total of expenditures shown in the revolving fund and liabilities 
in respect of operations of the revolving fund then due and payable, the excess shall be 
transferred from the revolving fund as revenue, but if the value is less no amount may be 
credited to the revolving fund to meet the deficiency except with the authority of Parlia- 
ment. 


_ The Royal Commission on Government Organization recommended that the use 
of revolving funds be increased to encourage business-type budgeting and reporting, to 
mprove accounting for inventories and to simplify certain problems created by annual 
wppropriations. A study of the use of revolving funds in the government service was 
subsequently undertaken by the Accounting Advisory Service of the Comptroller of the 
Treasury in co-operation with the Inter-departmental Committee on Revolving Funds 


ind members of the Treasury Board staff. 


| As a result, of this study the Treasury Board issued a Management Improvement 
olicy circular (MI-5-66, dated April 28, 1966) the objective of which is “to regulate the 
stablishment and operation of working capital advances, subject to any act of Parlia- 
aent”. This circular encourages a considerably broader use of revolving funds than that 
ontemplated by the existing legislation. For instance, section 11 of the circular states, in 
art, that “when requesting the establishment of, or an amendment to, a working capital 
dvance, it may be desirable, considering the nature of the advance and in the interests 
f flexibility of operations, for departments to request authorization in respect to that 
dvance, that (a) surpluses or portions thereof, be carried over to subsequent years; . . 

pe (d) capital equipment, used in an operation controlled by an advance, be financed 


| 
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from the resources of the advance so that the cost of the equipment is recovered over 
its useful life through charges made for services rendered or goods supplied.” 


During our audit certain instances were noted where the use made of working capital 


advances did not appear to be in keeping with the original intent of the governing legis- 
lation. Examples are: 


(1) During the year the Queen’s Printer’s Advance Account was, for the first time, charged 
with equipment acquired at a cost of $287,093—formerly such charges were made 
against special appropriations for that purpose. Section 37 of the Public Printing and 
Stationery Act, R.S., ¢. 226, provides for advances to enable the Queen’s Printer “to 
purchase material for the execution of orders .. .”, and the Deputy Attorney General 
has expressed the opinion that the term material is sufficiently broad to include equip- 
ment. Such an interpretation of the word material would appear to be too broad when 
related to capital equipment having a useful life of many years. 

(2) The National Film Board Operating Account which was established by section 18 of the 
National Film Act, R.S., c. 185, has been used to finance the purchase of equipment 
for the Canadian Government Photo Centre under the authority of Vote L30, Appropria- 
tion Act No. 5, 1963, 1963, c. 42, to the extent of $155,378 up to March 31, 1966, of 
which $15,883 was recovered through charges for services rendered. 


(3) Vote L99e, Appropriation Act No. 4, 1966, 1966-67, c. 6, authorized “the operation of 
a working capital advance account in the current and subsequent fiscal years in accord- 
ance with terms and conditions approved by Treasury Board for the purpose of provid- 
ing data processing and related services to federal government departments and agencies, 
the cost of such services to be charged to the account and the amounts received in 
payment of such services to be credited thereto;..... ” The 1966-67 budget of the 
Central Data Processing Service Bureau, as approved by the Treasury Board, provides 
for capital expenditures of $60,000 and an initial loss on operations of the Bureau of 
$290,000 which it is proposed to carry over to subsequent years when it is expected 
they will be recovered from user departments and agencies through the schedule of 
charges for services rendered. 


As stated earlier, the year-end balances in the working capital advance accounts are 
included in the Statement of Assets and Liabilities under “Current assets” in the item 
“Departmental working capital advances”. Obviously those portions of the balances 
which are represented by unrecovered expenditure on capital equipment and by operating 
deficiencies carried over to subsequent years are not of a current nature. Consideration 
should be given to the classification of these balances for statement purposes. 


Consideration should also be given to amendments to the Financial Administration 
Act to bring the sections governing the operation of revolving funds into line with the 
new concept of these as departmental working capital advances. 


179. Loans to national governments. During the year a policy was adopted of mak- 
ing loans to assist developing countries. At March 31, 1966, $5,256,000 had been ad- 
vanced to four developing countries of which $3,255,000 was advanced to three of the 
countries repayable over a period of 50 years at an interest rate of 4 of 1% per annum. 
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180. Other loans and investments—Department of Mines and Technical Surveys. 
The Coal Production Assistance Act, R.S., c. 178, administered by the Dominion Coal 
Board, provides for loans to coal producers for the purpose of increasing the efficiency 
of the producers’ operations by means of mechanization. From the enactment of this 
legislation in 1949 to March 31, 1966, loans of $13,093,005 were granted, of which 
$6,675,943 was outstanding at the year-end. Four producers were then in arrears in their 
repayments to the extent of $1,317,968, of which $1,255,006 was owed by one company. 
This company, obligated by its agreement with the Crown to make semi-annual repay- 
ments of principal based on 30 cents per ton produced in the six months preceding each 
June 30 and December 31, had not paid any instalments since 1964. The company 
was also in arrears for the same period to the extent of $277,291 with regard to interest 
so that the total amount owing at March 31, 1966 was $1,532,297. During the year the 
company received $13,656,835 under the statutory provision for payments in connection 
with the movements of coal but recovery of the outstanding indebtedness by set-off was 
evidently not considered. 


181. Other loans and investments—Department of Northern Affairs and National 
Resources. In 1961 the Department of Northern Affairs and National Resources obtained 
Executive authority to loan $44,570 to the Jasper Recreation Commission, a body cor- 
porate under the Societies Act of the Province of Alberta, to assist in financing the con- 
struction of an ice arena in the Townsite of Jasper. The loan was made through specific 
appropriations of $25,000 in 1961 and $19,570 in 1963. 


Under the loan agreement entered into in 1961 the Commission became obligated to 
repay the loan in twenty equal annual instalments of principal and interest at the rate 
of 54% per annum. No payments of either principal or interest have been made and in 
1964 management consultants retained by the Department to study ways and means of 
placing the Commission on a sounder economic footing reported that the pattern of oper- 
ations was such that the Commission was not in a position to meet its loan commitments. 


In 1965 the Treasury Board approved of the cancellation of the loan agreement 
and the write-off of both the loan of $44,570 and interest accrued to the date of write-off. 
Pending parliamentary authority to delete the indebtedness, the outstanding loan appears 
_ asan asset. Accrued interest of $9,773 is included in the memorandum accounts receivable 
_ of the Department of Northern Affairs and National Resources. 


182. Suspense Accounts—Department of National Defence—Surplus Crown Assets. 
_ Included with the liability suspense items is an account authorized by Department of 
_ National Defence Vote 48, Appropriation Act No. 2, 1966, 1966-67, c.3. The vote author- 
_ izes payment into a special account in the Consolidated Revenue Fund of 


(a) all revenues received during the current and subsequent fiscal years from the sale of 
surplus materials, supplies and equipment, and 

(b) revenues received during the current and subsequent fiscal years from the sale during 
the current fiscal year of surplus buildings, works and land not exceeding an aggregate 
amount of $5 million, 
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and expenditures from the special account during the current and subsequent fiscal years, 
subject to the approval of Treasury Board, for any of the purposes of the Department of 
National Defence. 


Payments into this account during the year amounted to $9,073,000 of which 
$6,554,000 was from sales of surplus materials, supplies and equipment, and $2,519,000 
was from sales of surplus buildings, works and land. As there were no expenditures, the 
balance at the year-end was $9,073,000. Funds from this account may be used, with the 
approval of the Treasury Board, to supplement votes of the Department of National 
Defence. 
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183. Section 85 of the Financial Administration Act requires that each Crown cor- 
poration prepare, in respect of each financial] year, a balance sheet, a statement of income 
and expense and a statement of surplus containing such information as, in the case of a 
company incorporated under the Canada Corporations Act, R.S., ¢.53, is required to be 
laid before the company by the directors at an annual meeting. 


184. Section 87 of the Financial Administration Act requires the auditor of a Crown 
corporation to report annually to the appropriate Minister the result of his examination 
of the accounts and financial statements of the corporation and to state in his report 
whether in his opinion: 

(a) proper books of account have been kept by the corporation; 

(b) the financial statements of the corporation 


(i) were prepared on a basis consistent with that of the preceding year and are in 
agreement with the books of account, 


(ii) in the case of the balance sheet, give a true and fair view of the state of the cor- 
poration’s affairs as at the end of the financial year, and 

(iii) in the case of the statement of income and expense, give a true and fair view of the 
income and expense of the corporation for the financial year ; and 


(c) the transactions of the corporation that have come under his notice have been within 


the powers of the corporation under this Act and any other Act applicable to the 
corporation. 


In addition, the auditor is required to call attention to any other matter falling within 


_ the scope of his examination that in his opinion should be brought to the attention of 
Parliament. 


185. Section 87 of the Act further requires that the annual report of the auditor 

be included in the annual report of each corporation, and section 85 directs that such 

annual report be laid before Parliament by the appropriate Minister within fifteen days 

after he receives it from the corporation or, if Parliament is not in session, within fifteen 
days after the commencement of the next ensuing session. 


The financial statements of the various corporations, together with the related audit 
Teports, are published in Volume III of the Public Accounts. 


186. Crown corporations classed as “agency” or “proprietary” corporations are 
listed in Schedules “C” and “D” to the Financial Administration Act. Those in the 
former class are responsible, in general, for the management of procurement, construc- 
tion, service and disposal activities on behalf of the Crown. Those in the latter class are 
responsible for the management of lending or financial operations or for the management 
of commercial and industrial operations involving the production of or dealing in goods 
and the supplying of services to the public. 
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187. The Auditor General is the auditor of the following Crown corporations whose 
accounts and financial statements were examined for their financial years terminating 


during, or coinciding wit 


Corporation 


_——— on 


Atomic Energy of Canada Lamited:.. 32> 2s. 


ctverce: 0) Skee Jee he teenage 


Canadian Arsenals Limited 


Canadian Broadcasting Corporation 


ew ie, Be? 


s 0. (4) © eo) sjei fe 


Canadian Commercial Corporation 
Canadian Corporation for the 1967 World 
Exhibition 
Canadian National (West Indies) Steam- 
ships, Limited . 


SWayiecuter ier etipne Vener @ arene (ese nomen onemele scien ie 


Canadian Overseas Telecommunication Cor- 
poration 


Canadian Patents and Development Limited. 


oe Lew val lelel bet elie) eser ens) one ie) O28) Cu Saae cl a 


Centennial Commission ...-.--+.+e+eeeeee 


Bridge 


Se. ai. 8) 8) ates (er we re Toya ste oics) eh emomel a Remar eeke 


Cornwall International Company 

“Limited 
Crown Assets Disposal Corporation 
Defence Construction (1951) Limited 
Eldorado Aviation Limited 
Eldorado Mining and Refining Limited ... 


Export Credits Insurance Corporation .... 


eee © wo 
tye ety ee 


oi ehete ems fe etie (o)'e 0 07 e 


Farm Credit Corporation 
The National Battlefields Commission .... 


eo 6 fe ete ceo 6) 0) Oe. B16 (6) 


National Capital Commission 
National Harbours Board 


Northern Canada Power Commission 


© ¢ 6 © © ¢ ¢).0'e e 16 
eoeoereereree eee ee eee 


eooeoe ee 


Northern Ontario Pipe Line Crown Cor- 
poration 


er (6: @) © 10: 10 0) 'O (6. 100.5810) @ 8 1S 0, 8 19) OO Canes e616. 10 


Northern Transportation Company Limited. 


Park Steamship Company Limited 


Polymer Corporation Limited and subsidiary 
companies 


oeereo ee ee wee ee wee eee ee eee HO 


The St. Lawrence Seaway Authority 


cocvoeee 


The Seaway International Bridge Corpora- 
tion, Ltd. 


coerce er reo re eee eee re eeoe eee e 


Class 


Agency 


Agency 


Proprietary 
Agency 


Agency 


Proprietary 
Agency 
Agency 
Proprietary 
Proprietary 
Proprietary 
Proprietary 
Agency 


Agency 


Agency 
Agency 


Proprietary 
Agency 


Proprietary 
Proprietary 


Proprietary 


h, the fiscal year ended March 31, 1966: 


Reporting Minister 


Mines and Technical Surveys 
Industry 

Secretary of State 

Industry 


Trade and Commerce 
Transport 


Transport 


Chairman of the Committee of 
the Privy Council on Scientific 
and Industrial Research 


Secretary of State 


Transport 

Industry 

National Defence 

Mines and Technical Surveys 
Mines and Technical Surveys 
Trade and Commerce 
Agriculture 


Northern Affairs and National 
Resources 


Public Works 
Transport 


Northern Affairs and National 
Resources 


Mines and Technical Surveys 


Northern Affairs and National 
Resources 


Transport 


Industry 


Transport 


Transport 


CROWN CORPORATIONS 135 


188. Since the Auditor General has not been appointed the auditor or the joint 
auditor of the following Crown corporations and public instrumentalities their accounts 
were not examined by him during the year: 


Corporation or Instrumentality Class Reporting Minister 

UN UCTS CREO, Sohn Se ee re a Proprietary Transport 
BA Oe eels kek 5 eke 6 ages 4a ve Finance 
Canadian National Railways ............ Proprietary Transport 
The Canadian National Railways Securities 

Bea dicl te tacit Poitier, a aC Aas Proprietary Transport 
The Canadian Wheat Board ............0. Finance 
Central Mortgage and Housing Corporation. Proprietary Hon. J. R. Nicholson 
Industrial Development Bank ............ Finance 


In its Third Report 1966 (see Appendix 1, item 29) the Public Accounts Committee 
again recommended that the Auditor General be appointed the auditor or the joint audi- 
tor of these corporations or instrumentalities. 


189. The paragraphs that follow deal with the various corporations audited by the 


_ Auditor General. In each case an introductory comment describes briefly the origin of the 


corporation and the nature of its activity, and this is followed by comments regarding the 
Crown’s equity in the corporation, a summary of the operations for the year in com- 
parison with the preceding year, and any other matter which might be of interest to the 
House of Commons. 


190. Atomic Energy of Canada Limited. This Company was incorporated in 1952 


under the Canada Corporations Act, R.S., ¢.53, pursuant to authority contained in the 
_ Atomic Energy Control Act, R.S., c.11, to carry out research and development in nuclear 


power technology and allied fields and to promote uses of atomic energy. 


The head office of the Company is in Ottawa. Nuclear reactors and research and 


development laboratories are maintained at Chalk River, Ont., and at the Whiteshell 


establishment in Manitoba. The reactor at Whiteshell came into service in the fall of 
1965. Shopping centres, housing, staff hotels, and hospitals at Deep River, Ont., and 


_Pinawa, Man., were constructed for the employees of the Chalk River nuclear laboratories 
and the Whiteshell establishment. A Power Projects group, located in Toronto, is 
responsible for the engineering, development, construction and management of nuclear 
_ power generating projects. Radioisotopes produced in the Company’s reactors and equip- 
“ment designed and built by the Company to use these radioisotopes are marketed 


throughout the world. 


A nuclear power demonstration station at Rolphton, Ont., built as a co-operative 


project by the Company, the Hydro-Electric Power Commission of Ontario and Canadian 


General Electric Company Limited came into operation in 1962. Canada’s first full-scale 
nuclear power generating station, scheduled for completion in 1966, is under construction 
by the Company in co-operation with the Hydro-Electrie Power Commission of Ontario, 
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at Douglas Point, Ont. The Company is also sharing, with the Hydro-Electric Power 
Commission of Ontario and the Province of Ontario, in the capital cost of a nuclear elec- 
tric generating station being constructed at Pickering, Ont. Upon completion, owner- 
ship will vest in the Hydro-Electric Power Commission of Ontario with the Company’s 
share of the cost to be repaid in accordance with an agreed formula. 


The accumulated costs of the Company’s research facilities at, Chalk River, Rolphton, 
Toronto and Whiteshell, charged to research expense and financed by parliamentary 
appropriations, amounted to $190,694,000 at March 31, 1966. The costs of the Douglas 
Point generating station and the Company’s share of the Pickering generating station 
amounting to $53,564,000 and $2,405,000 respectively at March 31, 1966 have been 
financed by Government of Canada loans. 


The Crown’s equity in the Company at March 31, 1966 totalled $85,601,000 compris- 
ing: loans for the Douglas Point generating station, $52,883,000, Pickering generating 
station, $2,421,000, and housing and an engineering design building, $12,528,000; capital 
stock, $15,000,000; and retained earnings, $2,769,000. 

A comparative summary of income and expense for the past two years follows: 


Year ended March 31 


1966 1965 


Research Program 
Operating’ véxpense’ qc Udine setts cee eee ee ene eee a oer $ 45,578,000 $ 38,445,000 
Gross income from housing accommodation, hospitals, trans- 
portation, sales of ‘steam. ete. Vivw.s5 seo: oe as nostene (ae ateeerls 5,888,000 3,594,000 
Excess of expense over income, provided for by parliamentary 
APPTOPFIAONSy eerasere eae noeeeke ocelot learceaene rena cen $ 39,690,000 $ 34,851,000 
Capital expense, provided for by: 
Parliamentary. ap pLopriavions ess tele heer eer Terri tarie $ 12,977,000 $ 10,307,000 
Retained earnings 0.5.58 asc «ics eee ele en cee eee 1,277,000 7,020,000 


$ 14,254,000 $ 17,327,000 


Commercial Operations 


EM. COMO Ro Aliy. 2 See aig krogi a: Saale eet isc clold ey eres MEE RTE eee eee $ 6,656,000 $ 7,416,000 
Expense: 
Gost. of sales: (oc. sean ct eee Oe er oe ee eae 2,954,000 3,680,000 


Research; selling “and™administrative™ 2-. v.00. .0e seme oo Sein < 3,427,000 3,074,000 


6,381,000 6,754,000 


Excess of income over expense 


wire abaes uae enentvene tener eae Rol eee tenets $ 275,000 $ 662,000 


The increase of $7,133,000 in research operating expenses resulted from accelerated 
activities of the Company, reflected mainly by increases in salaries and wages including 
welfare benefits, $2,815,000, professional and special services, $1,117,000, research and 
development contracts, $861,000, and materials and supplies, $778,000. 
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191. Canadian Arsenals Limited. This Company, with its head office in Ottawa, 
was incorporated under the Canada Corporations Act, R.S., ¢.53, pursuant to authority 
contained in the Department of Reconstruction Act, 1944, ¢.18. The main objects of the 
Company are the operation, maintenance and supervision of arsenals and other plants 
for the production of military stores and equipment, including the maintenance of 
physical facilities and manufacturing skills so that the operations may be expanded on 
short notice. 


The Company’s sales reached a peak in 1954-55 when Korean war contracts were 
still being completed. Except for a minor increase in 1961-62, there has been a steady 
decline in sales from $80 million in 1954-55 to $7.3 million in 1965-66. During 1965-66 the 
Government sold the plants at Shawinigan, Que., Beloeil, Que., and Quebec, Que., (Palace 
Hill plant), and the storage depot at St. Dominique, Que. At March 31, 1966 the Com- 
pany was the custodian of and operated four Crown-owned plants, the cost of which 
was $65 million. 


At March 31, 1966 the Company held working capital advances of $5,000,000 from 
the Minister of Finance, $2,500,000 having been repaid during the year. 


The following is a comparative summary of the results of operations for the past 
two years: 


Year ended March 31 
1966 1965 
Income— 
PALER ORM Re ety. 10 AROS cide SLA AG... Shc Pus ce) $ 7,280,000 $ 7,534,000 
Pile vue mere eee, Pot ee Pee, SRO LY ee ay 383,000 590,000 
7,663,000 8,124,000 
Expense— 
Cost of sales, including indirect labour and other overhead absorbed 6,811,000 6,897,000 
Indirect labour and other overhead not absorbed in cost of sales .. 2,011,000 4,226,000 
pa eauindowmicoste mee ia). Lk eer! le aelho coe 17,000 1,029,000 
STIRS EUIEES | ks  ree iine 319,000 449 000 
9,158,000 12,601,000 
Ex eos tolrexpensenaver lincome*,) sis; escuras eon SN $ 1,495,000 $ 4,477,000 


The amount of $1,495,000 required to meet the excess of expense Over income was 
provided by Department of Defence Production Vote 40. 


| Indirect labour and other overhead expenses totalled $9,223,000 of which $3,212,000 
_ was included in cost of sales. Similar costs for the previous year totalled $6,900,000 of which 
$2,674,000 was included in cost of sales. As in previous years, the portion of overhead 
_ expenses included in cost of sales was calculated on direct labour costs at rates which 
| theoretically would have absorbed all overhead expenses if all plants had been operating 
- on anormal one-shift basis. The extent to which these rates were not sufficient to recover 
_ overhead costs, $2,011,000, is shown as a separate item in the above summary. 
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192. Canadian Broadcasting Corporation. This Corporation, established by the Cana- 
dian Broadcasting Act, 1936, 1936, ¢.24, superseded by the Broadcasting Act, 1958, ¢.22, 
operates the national television and radio broadcasting services and administers an inter- 
national shortwave service on behalf of the Government of Canada. The head office is in 
Ottawa and regional offices are located in St. John’s, Nfid., Halifax, N.S., Quebec, Que., 
Montreal, Que., Ottawa, Toronto, Ont., Winnipeg, Man., Edmonton, Alta., and Van- 


couver, B.C. 


Prior to 1964-65 the Corporation derived funds for both its capital and operating 
requirements in excess of advertising revenue from grants provided by parliamentary 
appropriations. However, funds for capital requirements for the years ended March 31, 
1965 and 1966 were provided by means of loans from the Government. Loan indebtedness 
at March 31, 1965 amounted to $14,250,000 of which $712,000 was repaid in 1965-66. 
Additional loans in 1965-66 amounted to $13,167,000 so that $26,705,000 was outstand- 
ing at March 31, 1966. The loans are repayable in 20 equal annual instalments with in- 
terest at rates varying from 54% to 537% per annum (see paragraph 54). 


At March 31, 1966 the Crown’s equity in the Corporation amounted to $36,710,000 
represented by working capital of $9,043,000 (including an unspent balance of $43,000 
with respect to capital loans) and the net book value of capital assets amounting to 
$54,372,000, offset in part by the above mentioned loans of $26,705,000 obtained to 
finance the acquisition of capital assets. 


The following is a comparative summary of the net cost of operations for the past 


two years: 
Year ended March 31 


1966 1965 
Expense— 
Cost of production and distribution: 
Gast of ‘programs: <5 .5 «seins eedieeei awewen eee eer enrene 7 eines $ 85,657,000 $ 79,619,000 
Network distribution, 4c. <-0ck ceed lps maton ecie eem memie 11,536,000 10,727,000 
Seation trANSWAISSiOM ais sos «suc's lew viet cine © miele easiness 5,510,000 5,004,000 
Payments to private stations’ 2 caeccsolee teete oteclale sirens eternal. 4,591,000 4,752,000 
Commissions to agencies and networks ......-.+e++sereeeeee 3,945,000 4,055,000 
111,239,000 104,157,000 
Operational supervision and SAT VICOS. Gets cc inaieres sheen olstels ower peer ae 11,177,000 10,317,000 
Selling and general administration .....+..-+eseseereeerrsseseree 9,135,000 8,459,000 
Interest on loans to finance the acquisition of capital assets ...... 1,009,000 374,000 
Emergency broadcasting .......-.ceeceereererecsseereceerereees 887,000 869,000 
133,447,000 124,176,000 
Income— 


Advertising revenue, eC. .....-.seeeeeeccreteercerernerescceses 34,358,000 33,785,000 


—_——_———_——- - 


Net cost. of operations. << .icskec +e emey viii s oes Seine hee $ 99,089,000 $ 90,391,000 


| 
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The parliamentary grant of $95,063,000, Canadian Broadcasting Corporation Vote 1, 
“in respect of the net operating amount required to discharge the responsibilities of the 
national broadcasting service”, comprised net expense of $99,089,000 as shown above and 
an amount of $712,000 required for repayment of capital loans, less depreciation of 


$4,738,000 which was recorded for cost ascertainment purposes. 


The net funds received for operating requirements increased by $8,482,000 from 
$85,869,000 for the year ended March 31, 1965 to $94,351,000 for the year ended March 31, 
1966. There was an increase in expense in almost all classifications. Salaries and wages 
increased by $3,663,000 due to implementation of wage increase provisions of collective 
bargaining agreements, salary increases to supervisory staff and the engaging of an addi- 
tional 143 full-time employees. The overtime content of salaries and wages was $3,936,000 
compared with $3,398,000 in the previous year. Film purchases and rentals increased by 
$1,080,000 largely because of a greater number of broadcast hours by both the English 
and French Networks. Payments with respect to performers’ fees and authors’, composers’ 
and other rights increased by $805,000. The cost of microwave and transmission line 
facilities increased by $708,000. Some increases were attributed to the expansion of radio 
AM and FM broadcasting in Ottawa, Winnipeg and Calgary and also to a full year’s 
operation of television stations at St. John’s and Quebec which became operational in 
1964-65. Income from television and radio advertising increased by $272,000 and $83,000 


and interest from investments by $145,000. 


In our Report for 1965 (paragraph 187) we noted that cost of programs included: 
payments to employees for scheduled hours which were in excess of the actual hours of 
attendance during daily or weekly tours of duty; premium pay for elapsed time between 
assigned and actual meal periods; and premium pay for turn-around periods, being the 
difference between elapsed time and an established minimum period of 12 hours from the 
end of one tour of duty to the commencement of the next. From a special study of certain 
payrolls, we estimated that these payments amounted to $600,000 in 1964-65. We did 
not make a similar examination of 1965-66 payrolls but have confirmed that the situation 


continued throughout the year. 


The costs of programs available for advertising, and advertising revenue earned 
thereon, were shown in a note to the financial statements. These costs were as follows: 


1965-66 1964-65 
Programsaawhiehs carried. advertising o6.. .0s8s «slicesre ey eo daeeraessiisis « $ 33,710,000 $ 32,654,000 
Programs available but which did not carry advertising .......... 22,287,000 26,935,000 
Program and related costs (exclusive of operation, selling and gen- 
a Need aT ae 2 a ene ae a ee ae he eee A $ 55,997,000 $ 59,589,000 
mavertaciine: revenue “eross) fei SIA eS $ 33,563,000 $ 33,208,000 


The net cost of programs with advertising potential in 1965-66 was therefore 


$22,434,000 which was financed by the parliamentary grant. 
| 
| 
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Expenditures incurred in connection with future programs are recorded as current 
assets of the Corporation until such time as the programs are presented. These asset, 


balances were as follows: 


March 31 
1966 1965 
Programs completed and in process Of PLOdUCHION. 54. -g.0 cme som gags se $ 4,878,000 § 5,249,000 
Film and. script Tights. ..o. .. = pssqees soe gree et mes yar aed 2,321,000 1,845,000 
Engineering and production supplies .....-.+-+++esseererereeeesc eres 2,027,000 1,732,000 


$ 9,226,000  $ 8,826,000 


The balances shown in the above tabulation are after giving effect to the following 


write-offs: 


1965-66 1964-65 

Programs completed and in process of production—cost of programs 

or parts of programs, which were unsuitable for use because of 

technical deficiencies, scheduling difficulties, pre-emptions or lack of 

public. interest, .... digs bos «nmmrna ely Me tele em qo” <> Fee + By eee $ 521,000 $ 338,000 
Film rights expired—films not telecast because of unsuitability of 

program content, technical deficiencies or pre-emptions ........-- 209,000 85,000 
Script rights—expired or unsuitable ..........-. sees eee eee eee eeces 74,000 90,000 


Engineering and production supplies—obsolete .......++++++seereees 36,000 26,000 


$ 840,000 $ 539,000 


During the year the sum of $13,167,000 was provided by the Government of Canada 
as loans for the acquisition of capital assets. In addition, an unexpended balance of 
$833,000 remained from an appropriation of the previous year and $23,000 was realized 
on sale of assets. A balance of $43,000 remained at March 31, 1966. Major categories of 
capital expenditure included: a building and equipment for a broadeast pavilion at the 
1967 World Exhibition, $3,858,000; buildings and equipment for colour television at 
various locations, $2,291,000; land, buildings and equipment for studios and offices at 
St. John’s, $1,124,000; and a building and equipment at Montreal, $704,000. 


The accumulated cost of capital assets of $94,946,000 includes $10,352,000 expended 
during the past seven years in connection with the planned consolidation of facilities in 
Montreal, Ottawa, Toronto, Winnipeg and Vancouver. The estimate of the future cost 
of consolidation of facilities made by the Corporation at March 31, 1966 was $138,661 ,000 
of which, subject to the provision of funds by Parliament for the purpose, approximately 
$2,706,000 will be spent during the year ending March 31, 1967 and $135,955,000 in 
subsequent years. 


In our reports to management for the past four years we have referred to the 
Corporation’s physical inventory of its capital assets and the uncompleted reconciliation 
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with the accounting records. The taking of the inventory, begun in 1962, remains to be 
completed. 


We also examined the accounts and financial statements of the CBC Pension Board 
of Trustees and reported separately to the Trustees under date of May 17, 1966. An 
actuarial examination of the CBC Pension Plan as at March 31, 1964 indicated an 
actuarial unfunded liability of $6,682,000 in respect of future benefits payable. A subse- 
quent analysis by another actuary indicated that integration with the Canada and Quebec 
pension plans had reduced the actuarial unfunded lability to approximately $5.5 million. 


In its Fifth Report 1964, the Public Accounts Committee made the following recom- 
mendation concerning findings of the Royal Commission on Government Organization 
which has not yet been implemented (see Appendix 1, item 11): 

The Committee recommended that the Secretary of State table an official memorandum 
in the House presenting the Corporation’s views and its replies to each of the matters dealt 


with by the Royal Commission in its Report 19 and that this be done before the Estimates of 
the Corporation are considered by the House. 


193. Canadian Commercial Corporation. This Corporation which was established in 
1946 by the Canadian Commercial Corporation Act, R.S., ¢.85, provides procurement 
services in Canada for the governments of other countries and for international organiza- 
tions. The Corporation’s main customer is the United States Government. During the 
year $155 million was expended by the Corporation on behalf of its customers as com- 
pared with $161 million in the preceding year. 


The equity of the Government of Canada in the Corporation at March 31, 1966 
amounted to $5,863,000, consisting of a $5,500,000 working capital advance, a $140,000 
reserve for United States exchange, and a $223,000 reserve for contingencies. 


A comparative summary of the Corporation’s operations for the past two years 
follows: 


Year ended March 31 


1966 1965 


Income— 


AG NSE STS a as Se, ae, en ee $ 106,000 $ 100,000 


Riwereck. Cammeue ere, eae Poe Re, Were ek IY f 98,000 101,000 
Bye nat iar aeleyetehiseee is. deepens oe). sectors. e coi! = 4,000 
204,000 205,000 

Expense— 
a onicauer syne ee eee el ath? Sogn in BO IP wll, Reale 17,000 67,000 
LLUSSI. seo onens§ cic city Gas ea tg td eb REN ke 1,000 4,000 
18,000 71,000 


Etre Ol IRGOME WOVET EXPENSE oo5cc- dec e cn sewscavrcssccnrsecvinsecs $ 186,000 $ 134,000 
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In previous Reports we have noted that the Department of Defence Production has 
been providing purchasing and accounting services free of charge to the Corporation. With 
the implementation of the Board of Directors’ decision that the management and staff 
should be provided by the Department of Defence Production and the functions of the 
Corporation transferred to and performed by that Department, the provision of free 
services has reached the point where this year practically all expenses have been met 
from Department of Defence Production Vote 1 except for the salaries of the President 
and his secretary, who both resigned effective November 17, 1965. As a result the Cor- 
poration’s operations show an excess of income over expense of $186,000 this year com- 
pared with $134,000 in the preceding year. The Department of Defence Production 
estimated the value of its purchasing, accounting and other services provided to the 
Corporation at $1,740,000, and the value of major services provided by other government 
departments at $402,000. Taking these costs into account, the net cost of operating the 
Corporation this year was $1,956,000. 


We have suggested that the costs now being absorbed by the Department of Defence 
Production should form part of the Corporation’s budget and be offset by the Corporation’s 
revenue, the net deficit being provided for by means of a specific parliamentary appropria- 
tion. We understand this suggestion has been accepted and will be implemented in the 
1967-68 Estimates. 


There were several material changes in items in the Corporation’s Balance Sheet. 
The reduction of $26 million in advances and progress payments to suppliers, from $40 
million in 1965 to $14 million in 1966, and the corresponding reduction in advances 
received from customers, reflect the near completion of an aircraft procurement program 
that provided for substantial advance payments. This year, for the first time, progress 
claims for work done prior to March 31 amounting to $5.8 million were included in the 
accounts receivable and payable, contributing to the increases in these items. Accounts 
receivable increased a further $3.6 million due to the increased indebtedness of United 
States Government agencies. This increase, together with increased advances and progress 
payments to suppliers under United States Government contracts that have been financed 
by the Corporation, explains the need for the increase of $2 million in the Government 
of Canada working capital advance to the Corporation. 


A Reserve for Contingencies of $225,000 was set up at March 31, 1965 to cover 
possible losses falling on the Corporation in respect of contracts with the United States 
and other governments, except negotiated fixed price contracts with the United States 
military departments. In accordance with the Board of Directors’ decision to maintain 
the Reserve for Contingencies at $225,000, the Corporation hopes to recoup, by means of 
a parliamentary appropriation, the $1,600 charged to the Reserve in the year in respect of 
unabsorbed freight costs. 


194. Canadian Corporation for the 1967 World Exhibition. This Corporation was 
established by the Canadian Corporation for the 1967 World Exhibition Act, 1962-63, 
ce, 12, for the purposes of planning, organizing, holding and administering the Inter- 
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national and Universal Exhibition to be held in Montreal in 1967 in connection with the 
celebration of the Centennial of Confederation in Canada. An Act respecting the Cana- 
dian World Exhibition, passed by the Quebec Legislature in 1963, provides authority for 
the Province of Quebec and the City of Montreal to share with the Government of 
Canada in the financing of the Corporation. 


The Corporation consists of a Commissioner General, a Deputy Commissioner 
General and fourteen other directors appointed by the Governor in Council, seven of 
whom are appointed on the recommendation of the Lieutenant-Governor in Council of 
the Province of Quebec. 


Section 17 of the Act requires that the accounts and financial transactions of the 
Corporation shall be audited by the Auditor General of Canada and the Quebec Pro- 
vincial Auditor. The auditors are to report annually in a manner similar to that required 
by the Financial Administration Act in respect of other Crown corporations. 


An agreement was concluded on January 18, 1963 by Canada, the Province of 
Quebec and the City of Montreal confirming their acceptance of the legislation establish- 
ing and governing the Corporation, and outlining certain “settlements” between the 
Corporation and the three governments to be concluded after the closing of the Exhibi- 
tion. The Corporation wrote to Canada, the Province of Quebec and the City of Montreal 
on September 21, 1966 recommending that, as the clauses of the agreement relating to 
these settlements are worded in vague and general terms, their exact intent should be 
more precisely stated in order to avoid complications in understanding and interpretation. 


Pursuant to the provisions of the federal Act, the original overall plan for the 
Exhibition was submitted by the Corporation for approval on December 20, 1963 and 
ratification thereof was subsequently given by both the Governor in Council and the 
Lieutenant-Governor in Council. This plan indicated an overall estimated deficit of 
$47,534,000. Revised plans have since been approved in 1965 and 1966 setting the 
estimated deficit at $63,864,000 and then at $61,581,000, with the approved plan in 
effect at March 31, 1966 showing an estimated deficit of $82,656,000. This plan, which 
was submitted on January 17, 1966 and was approved by the Lieutenant-Governor in 
Council on March 30, 1966 and by the Governor in Council on March 31, 1966, included 
the following summary of the estimated amounts making up the above total: 


Expenditure— 

SEE 9 ES 5, ee tt gi nae a $ 211,078,000 

Daa ae een re ete oe ss bees eek ee. Ge ee 121,768,000 

—— $ 332,846,000 

Income— 

SOMSOLSI DME ER Ch ETT eeTe Mhaee, cnete . Sata oe otra Gh aae a aeAee 54,014,000 

RSV CMU CRME RA. tetts ee. Bee. epenl bit vlan Fl. acl gs Sickd «Srna sete doh 125,148,000 

SSE NEG AUGIINUNS. Geen stra Pieie > MEL PBI ae EE ae AC Re ee, ee 10,520,000 


IASSEIY Aide Dia, o SR es en eee ee en are 60,508,000 
——_—_—_——_—_——— 250,190,000 


NARS SEE ee oe oe Oy naan ta et allay eid 6 «0164 OBS a ko diya la wig $ 82,656,000 
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Under the authority of the federal and provincial legislation, the activities of the 
Corporation are financed by funds provided by Canada, the Province of Quebec and the 
City of Montreal, and the aggregate of the grants made by the three governments must 
not exceed $20 million, $15 million, and $5 million respectively. These grants were fully 
paid to the Corporation by August 2, 1965. In this connection reference is made to 
paragraph 56 of this Report. 


Section 12 of the federal Act provides that the Corporation, with the approval of 
the Minister of Finance and the Minister of Finance of Quebec, may borrow money for 
the purposes for which it is incorporated on the security of notes, bonds or debentures 
of the Corporation. Such notes, bonds or debentures are to be issued at such rates of 
interest and subject to such other terms and conditions as may be approved by the 
Governor in Council and the Lieutenant-Governor in Council, and are to be jointly 
guaranteed by Canada and Quebec. In addition, subsection (5) of section 12 provides 
that the Corporation may borrow money from the Minister of Finance for temporary 
purposes, and the Minister of Finance, with the approval of the Governor in Council 
and subject to such terms and conditions as the Governor in Council may prescribe, 
may lend money to the Corporation for such purposes out of the Consolidated Revenue 
Fund, but the aggregate of all amounts loaned to the Corporation under this subsection 
and outstanding at any time shall not exceed $1 million. 


Borrowings by the Corporation pursuant to the aforesaid arrangements totalled $22 
million at December 31, 1965 and had reached $44 million at March 31, 1966. This amount 
had been loaned by Canada under authority of Department of Finance Vote L26b, 
Appropriation Act No. 2, 1966, 1966-67, c. 3. 


As already noted, the net cost of the Exhibition has been estimated at $82,656,000, 
which has been covered only to the extent of $40 million by means of grants authorized 
and received. From the above table it will be seen that the total estimated cash require- 
ment of the Corporation is $143,164,000 (ie., the total of the estimated deficit of 
$82,656,000 and the estimated asset value of $60,508,000), based on the assumption 
that the estimated revenue, sponsorship and salvage value will be fully realized. It will 
therefore be clear that unless changes are made in the present legislation to provide the 
additional substantial grants required, the major portion of the cost will have been 
financed by loans from Canada and at the conclusion of the Exhibition the Corporation 
will not have the cash resources necessary to repay its indebtedness to Canada. 


Section 15 of the Canadian Corporation for the 1967 World Exhibition Act requires 
the Corporation to submit a capital budget and an operating budget annually to the 
Minister designated to act as Minister for the Exhibition and to the Minister of Finance, 
as well as to the Minister of Industry and Commerce of Quebec and the Minister of 
Finance of Quebec, for their approval, and the first mentioned Minister is required to lay 
the capital budget, so approved, before Parliament. The 1965 capital budget as revised 
provided for estimated capital outlays during that year of $70,609,000. The actual ex- 
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1965 

Biemp re urtalione wemrnue bre Siti te oe POUR ory $ 1,070,000 
Be Bet a aocten outlet ts ven 12,148,000 
“CHIEN DGS 2 et Sa ee ae A ERE 4,404,000 
dS ADE Ge VCIODIMENG 4 vio cc acs ess sccrcece cr cree fee 1,247,000 
ee ee eee er te ee 155,000 
Buildingswand.special structures s.....2.0..., 6c nane ne 13,540,000 
AS EYOSE SECS) SONU, | Oak tae a tie Ane ee ee Chee 5,496,000 
Temporary construction facilities, ........<ss»<.s--0sceece eee... 247,000 
Dreger enerarerine studies 9)... 0.2). 0. ccc ee 1,268,000 
Epo GOL LE hme ang is NN ell eeu ND a AR 1,744,000 
41,319,000 

Re OM UU OTe SIENA CG 880. ¥ee 8 sari tora dv oeece een ee shovcdsranaed ese vadh once, 53,000 
MPO MPRTUCEION eStCCI MOT! DANG srcestcsascsercoe-oterarottmeratarsto-ecotenesonvieso/dsere siend-osee 699,000 
Furniture and equipment and leasehold improvements .......... 359,000 
$ 42,430,000 
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penditures in 1965 totalling $42,430,000 as well as the cumulative capital expenditures 
to December 31, 1965 are summarized below: 


Cumulative to 
December 31, 1965 


$ 1,746,000 
19,282,000 
5,097,000 
1,498,000 
216,000 
15,289,000 
5,867,000 
284,000 
1,691,000 
1,744,000 


52,714,000 
53,000 
699,000 
1,040,000 


$ 54,506,000 


Actual capital expenditures were considerably lower than the corresponding budget 
estimates due to a number of factors including too high a forecast, delays in performance, 
changes in contracts and adoption of new progress schedules during the year. 


The Corporation’s Balance Sheet as at December 31, 1965 shows capital costs in the 
amount of $54,002,000 which had been arrived at by applying against the total capital 
expenditures of $54,506,000 the cumulative amortization of leasehold improvements and 
depreciation of furniture and equipment totalling $504,000, charged to operating costs 


to that date. 


The operating budget for 1965, approved by the Minister of Finance and the Minister 
of Finance of Quebec, amounted to $12,828,000. The net operating costs for the year 
totalled $10,877,000 and are summarized hereunder together with the cumulative totals to 


December 31, 1965: 


1965 
Administration costs— 
Personnel expenses: 
ESC ys RA Nn er $ 6,188,000 
Recruitment and relocation of personnel .................... 73,000 
LN ROR YE OT) (Ome | 2 0 |. Sem a Rae ce 79,000 
Travel expenses and representation fees ..............0.0005: 387,000 
STORE VISILS OTe NG te es el Pew eale le pea 171,000 
RPMMiseT SIE LCee Trt co tRiaate oe Poker Fat edad te ciel Ree 5,000 
6,903,000 


Cumulative to 
December 31, 1965 


$ 9,945,000 
168,000 
135,000 
761,000 
171,000 

8,000 


11,188,000 
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Cumulative to 
1965 December 31, 1965 
Administrative : 
Administrative Services... 00-6 = cos senene tetariesien oreevene® $ 196,000 $ 307,000 
Architectural and engineering supplies sen seees eee wee 103,000 151,000 
Directors’ expenses and Executive Committee fees and expenses 25,000 64,000 
Tnsiiratces ot ait cen one eer eae ema 7,000 13,000 
Tegal £668 ate cipruame tes s opie yrue cine ee eae ee 86,000 154,000 
Office stationery and supplies .........+ecceeeeseserees setts 140,000 259,000 
Office furniture and equipment rental and maintenance ...... 65,000 123,000 
Licht | and...power, . so. las swignpeels ayaeieeraie opie sohree niagara 11,000 21,000 
POSHARE. 5 od geatictnpinds Sesion eee teak «een eae 63,000 86,000 
Piiblics tious. ccs cde oo «ac oa oN ee cael © ede sis esate iene 10,000 48,000 
By rite” yesh cleleas Garis bee Fa A Cae Te arent nes eee aS 459,000 837,000 
Telephone and telegraph ........-esesseeeeerccecsersereses 222,000 361,000 
Translation, ape Bik dbase hed haaiein oleiecs wast peal ome aris 106,000 157,000 
PP axOS — dv os Ahh Blowin ol henceaasios ci ayhe ue Rese en te een iios 22,000 38,000 
Sundries |< .-ARMRO. o dics sic oi esinr ee oie BET Ok eine ene 49,000 78,000 
1,564,000 2,697 ,000 
Advisory Committee travel and subsistence ....-++++++++++++: 129,000 202,000 
Ober accniic ccoice o's alia oriars fh aylcteose a mropeie « piskers sermon res ames eee 143,000 439,000 
Advertising and publicity costs— 
Trade advertising: Sf) U0s. oc. ieee Been he stings Heal «Bie Riiiine 56,000 317,000 
Consumer advertising ......2...0scssuseeensersssnmenersacs ee 407,000 642,000 
Promotions 02s oe Ve ie Pas hee eee a eta tte enaterce eet Piao iene agetal one 35,000 106,000 
Displays! )..i 2 Ges. a RE. Se PS a hE: 154,000 249,000 
Tnformations « ds ices eee «ebde ReUSere eeatcha ate tis ole tele aot-nas Che crererieys 598,000 957,000 
1,250,000 2,271,000 
Operating costs site services— 
Security ‘and ‘protection Si.a4iiiin itn. bies co Mara oes 176,000 203,000 
Information Services .....cccd eee ee cece cece eset etre eesceseeees 31,000 31,000 
Medical services and supplies .......0..eeeer ee ee cece ceeeeeees 45,000 45,000 
Building and ground maintenance .......--se+eerser errr erste 181,000 181,000 
Maintenance and service vehicles ........-sseceeeeeeerrrrseee 21,000 21,000 
Lias Ronde. 2.5 «dc aeuedde deta oem roe ten oo ete eek: kere eee 62,000 62,000 
516,000 543,000 
Interest on notes payable ..........eseeeeeerrcererceerecerecces 194,000 194,000 
Total’ costs: <<a «thclibereiag oo occ sieves sraavereceieleet= taeke ol teehee betetercn tong ornare 10,699,000 17,534,000 
Amortization and depreciation .......ceeeeee renee rete ese eee eens 281,000 504,000 
10,980,000 18,038,000 
Revenue earned ssece «cue overs <ameaw Qumedegsrcqge @mebecose eae 103,000 136,000 
Net costs of operations .. 00sec. sce cenensines cceesaeeeorcameres $ 10,877,000 § 17,902,000 


) 
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In our 1965 Report to the House of Commons details were given of certain 
transactions and practices of the Corporation involving expenditures which, in the 
opinion of the joint auditors, were not consistent with those normally followed by 
Crown corporations and government agencies in similar circumstances. The attention of 
the Corporation’s management and the Board of Directors has been drawn to our views 
and they have advised us that the expenditures in question were necessary to the Corpora- 
tion. Our examination of the accounts for the year 1965 disclosed the continued existence 
of these practices as well as a further increase in their cost to the Corporation. 


The revised overall plan previously referred to, which was approved by the 
Governor in Council on March 31, 1966, authorized an expenditure of $2,175,000 by 
the Corporation on sewage disposal units. We noted that under date of August 1, 1965 
the Corporation had entered into an agreement with the City of Montreal whereby 
ownership would be vested in the City with the latter reimbursing the Corporation for 
the total cost of construction. The agreement further provided that the Corporation 
would pay rental for the use of the units equal to 60% of the cost as well as all operating 
expenses. Since this is not in accordance with the provisions of the overall plan, we 
have advised the management that we believe the various aspects of this change relating 
to the Corporation should also be submitted to the Governor in Council for approval. 


A number of other matters noted during our 1965 examination of the Corporation’s 
accounts were brought to the attention of the President and members of the Board of 
Directors with the suggestion that action be taken to deal with them. We shall be reviewing 
with the management the action taken on each of these matters at the conclusion of our 


| 1966 examination. 


195. Canadian National (West Indies) Steamships, Limited. The active operations 


- of this Company ceased in 1958 on the sale of its fleet of eight vessels to Cuban interests. 


The Crown’s equity in the Company at December 31, 1965 amounted to $550,000, 


represented by cash, $94,000, and balance due under agreement of sale of vessels, 
_ $470,000, less liability in respect of unclaimed matured bonds of $14,000. During the 
_year the Company received $9,400 in war claims, earned bank interest of $2,400 and 


_ paid $2,900 in full and final settlement of a claim for damages and $900 for legal expenses. 


The balance due under agreement of sale of vessels represents the final instalment, 
due August 19, 1963, under terms of letter of credit confirmed by the Bank of America. 
Payment has continued to be prohibited by the Cuban Assets Control Regulations of 


_the United States of America dated July 8, 1963, despite efforts of management to obtain 


release of the funds. 


196. Canadian Overseas Telecommunication Corporation. The objects of this Cor- 
poration, established in 1949 by the Canadian Overseas Telecommunication Corporation 


Act, R.S., c. 42, are to establish, maintain and operate external telecommunication 
Services generally, and to co-ordinate Canada’s external telecommunication services with 
those of other nations. In 1950 the Corporation acquired the Canadian external tele- 


communication facilities of Cable and Wireless Limited and Canadian Marconi Company 
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Limited, which provided cable and radio-telegraph circuits between Canada and Britain, 
Australia, New Zealand, New York and St. Pierre and Miquelon, and radio-telephone 
services to Britain and the West Indies. Since 1950 the Corporation has developed or 
participated with Commonwealth partners and other nations in the development. of 
major extensions of and additions to the Canadian international telecommunication 
facilities and systems. In line with this policy, the Commonwealth Pacific Cable System 
between Canada and New Zealand and Australia was completed in December 1963. The 
South-East Asia Cable System linking Australia, New Guinea, Malaysia, Singapore, 
Hong Kong and Guam is expected to be completed and become operative by early 1967. 
In 1964 the Corporation made its initial capital contribution as a participant in the 
establishment of a global commercial communications satellite system which is now 
being developed. Facilities of the Department of Transport are being used on a tem- 
porary basis in connection with this system pending the construction of a ground station. 


The Crown’s equity in the Corporation was $67,622,000 at March 31, 1966 (an 
increase of $29,000 over the previous year) comprising advances of $52,522,000 and a 
surplus of $15,100,000. 


The capital requirements of the Corporation are financed in part by loans provided by 
parliamentary appropriations, with the balance being met from accumulated earnings. The 
Corporation did not require any advances during the year and repaid $2,532,000 on ad- 
vances received in prior years. Capital additions amounted to $5,381,000 and at March 31, 
1966 the estimated cost of completing approved capital projects was $29,800,000 of which 
$12,801,000 relates to the year ending March 31, 1967. 


The following is a summary of income and expense of the Corporation for the past 
two years: 


Year ended March 31 
1966 1965 
Income— 
Telegraph, telephone, telex, circuit rentals, etc. ...........+-++: $ 17,967,000 $ 15,355,000 
Expense— 
Salaries, wages and employee benefits .........--++e+eeeeeeeeee 4,258,000 3,613,000 
Depreciation 4.54 0 2cG.Al Re Batts Wiese 25 ctome opera ra errs em ierersysiaree= rE 4,828,000 4,016,000 
Rental of circuits, ete. oi ccs. eee eee ee ett s vee dee coe wee meels 2,178,000 1,894,000 
Tmteresti. apsssace.vs Gadus oso a(cloe «tel ol oP eep ker over oteteee ov ekoker ate ieee aE ecatenctons 2,524,000 2,604,000 
Maintenance and repairs—plant and equipment ..............-- 981,000 1,519,000 
Other ee cei es Se tits scoters eras exe eee on 931,000 986,000 
15,700,000 14,632,000 
Estimated amount recoverable from Commonwealth Network .. 2,834,000 3,699,000 
12,866,000 10,933,000 
Profit, before incomes tax mice ae sce ete teats reek eterna 5,101,000 4,422,000 
Provision f£Or Income taxes. ce ect elton iter steer ererere 2,540,000 2,201,000 


Nets profits... 5.2% as.p.0 dem sored gs bys ceo epee beens OP oipieen ernie ee eee tage $ 2,561,000 $ 2,221,000 
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Income increased by $2,612,000 or 17 Yo during the year compared with an 8% increase 
in the previous year. The increased revenue was due largely to a heavier volume of tele- 
phone traffic and to increased telex revenue and circuit rentals. Expenses increased by 
$1,068,000 or 7% while the estimated amount recoverable from the Commonwealth Net- 
work was $865,000 less than in the previous year. 


In last year’s Report we noted that expenditures aggregating $2,088,000 had not been 
approved by the Governor in Council as required by the Canadian Overseas Telecom- 
munication Corporation Act. These expenditures received the necessary approval retro- 
actively during the current year. 


197. Canadian Patents and Development Limited. Section 17 of the National Re- 
search Council Act, R.S., ¢.239, provides for the incorporation of one or more companies 
by the National Research Council for the purpose of exercising certain of the powers con- 
ferred upon the Council. Under this authority Canadian Patents and Development Limi- 
ted was incorporated in 1947 under the Canada Corporations Act, R.S., ¢.53, for the pur- 
pose of making available to industry, through licensing arrangements, the inventions and 
new processes developed by the Council. The services of the Company, which is located 
in Ottawa, are available to government departments, publicly supported institutions and 
universities. 


At March 31, 1966 the Crown’s equity in the Company was $1,287,000, comprising 
capital stock of $296,000 and surplus of $991,000. 


The following is a summary of the results of the Company’s operations for the past 
two years: 


Year ended March 31 
1966 1965 
Income— 
Brae mee aliconain gs tees FOG 45 st. <ilycidvie sacs bie Oh ieee ew dee eek. $ 350,000 $ 397,000 
Less: Costs of licensing rights and related technical assistance, etc. . 51,000 35,000 
299,000 362,000 
Mer ON MRE. fo SARETEY oes Ces oon hoc es nec eueett 70,000 49,000 
369,000 411,000 
Expense— 
eee ee mre. ee foe Ben ale ae es hee: aS 91,000 31,000 
Patent attorneys’ fees and other patenting costs ................. 85,000 44,000 
ere (ONAN AOE ODEN ec de cans sain'ss sn 40:60 Ba a,waienatnS cag 51,000 50,000 
Services provided by National Research Council ..............00:. 20,000 48,000 
WEE et OMMHNGTS AL hemes: Sahk. o2 8. be ks oleae db deeels 15,000 17,000 


COREE Sec eC Ee RS ae a a a Oe eed 6,000 4,000 
268,000 194,000 


i) JE yest parte aes re dis tel gles pete a aS an RD SS $ 101,000 $ 217,000 
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The decreased income from royalties, licensing fees, etc., is largely attributable to 
substantial reductions in royalties received on two inventions although there were sig- 
nificant increases in royalties received on three other inventions. The increase in the 
costs of licensing rights and related technical assistance, etc., was mainly due to an 


increase in royalty proceeds required to be remitted to a United Kingdom Crown 


corporation. 


The increase in salaries and the decrease in the cost of services provided by the 
National Research Council are mainly due to a change in arrangements with the Council 
whereby, commencing April 1, 1965, the Company reimburses the Council for the salaries 
of all personnel employed full-time on Company affairs. In prior years the salary item 
consisted mainly of the salaries of personnel employed in the promotion section. 


The increased cost of patent attorneys’ fees and other patenting costs resulted 
mainly from a substantial increase in activities related to the procurement of patents as 
well as increases in the fees charged by attorneys. 


198. Centennial Commission. The Centennial Commission was established by the 
Centennial of Canadian Confederation Act, 1960-61, ¢.60, to promote interest in, and to 
plan and implement programs and projects relating to the Centennial of Confederation 
sn Canada. The Commission consists of a Commissioner, an Associate Commissioner and 
twelve Directors, all appointed by the Governor in Council. 


The following is a comparative summary of expenses for the past two years and 
the cumulative figures since the establishment of the Commission: 


Year ended March 31 
Cumulative to 
1966 1965 March 31, 1966 


— —— 


Programs and projects of national significance ..$ 7,592,000 § 2,439,000 $ 11,800,000 


Grants to provinces for approved projects of a 


lasting nature: acec sie vee eee oe rte emi 4,469,000 976,000 5,445,000 
Administrative expenses— 
Salaries and employee benefits .............-- 808,000 494,000 1,582,000 
Professional and special services ............- 318,000 90,000 452,000 
Exhibits, displays and films .....:...:2.-----+ 250,000 49,000 299,000 
“Bray El We: aottnctae ogtct oss gd acco acne a eee ee 134,000 70,000 241,000 
Informational programs and publications ..... 86,000 18,000 112,000 
ACCOMIMOGATLON Sate ec hace cicero ereterer: 78,000 37,000 140,000 
Oli s Seameee ts ee etre cea Owe. Asis cab dé 229,000 104,000 409,000 
1,903,000 862,000 3,235,000 
Total (GXpense ooo ou oa hee oe eke ieee $ 13,964,000 $ 4,277,000 $ 20,480,000 


The expenditure of $7,592,000 on programs and projects of national significance 
was provided for by parliamentary appropriations. Cumulative expenditure to March 31, 
1966 on twenty-two of the major programs and projects amounted to $11,630,000, in- 
cluding $2,621,000 contributed toward the construction of the Fathers of Confederation 


CROWN CORPORATIONS 151 


Memorial Building at Charlottetown, P.E.I. The main expenditures in 1965-66 were 
incurred in respect of: National Arts Centre, Ottawa, $3,765,000; Confederation Train 
and Caravans, $1,268,000; Youth Travel Program, $715,000; Performing Arts Program, 
$681,000; Fathers of Confederation Memorial Citizens Foundation, $202,000; Canadian 
Centenary Council, $126,000; and Promotional Films, $109,000. 


Section 10 of the Act directs that there shall be a special account in the Consolidated 
Revenue Fund to be known as the Centennial of Confederation Fund, to which shall be 
credited amounts appropriated by Parliament for purposes of the Fund. At the end of 
the previous year a balance of $6,024,000 was held by the Minister of Finance at credit 
of the Fund, $9,000,000 was added during the year and grants to the provinces for 


approved projects amounted to $4,469,000. A balance of $10,555,000 remained in the 
Fund at March 31, 1966. 


As the centennial year approaches the activity of the Commission has increased, 
the staff at March 31, 1966 being 125 compared with 66 at the previous year-end. As a 
result, all classifications of administrative expenses increased. These expenses were pro- 
vided for, to the extent of $1,813,000, by parliamentary appropriations. Accommodation 
and accounting services, having an estimated cost of $90,000, were provided without 
charge by government departments. 


199. Cornwall International Bridge Company Limited. The shares of this Company 
are owned equally by The St. Lawrence Seaway Authority and the Saint Lawrence 
Seaway Development Corporation (a United States Government Corporation). 


The Company has been in process of winding up since July 3, 1962, when it ceased 
to operate the toll bridge system across the St. Lawrence River between Cornwall, 
Ont., and Rooseveltown, N.Y. The toll bridge system is now operated by The Seaway 
International Bridge Corporation, Ltd., a subsidiary of The St. Lawrence Seaway 
Authority. The land owned by the Company, 17.6 acres located in the State of New York, 
has been offered for sale. 


The equity of the Seaway entities in the Company at September 30, 1965 consisted 
of capital stock of $50,000 less a deficit of $9,000. 


200. Crown Assets Disposal Corporation. This Corporation was established in 1944 
by the Surplus Crown Assets Act, R.S., ¢c.260. With certain specified exceptions, the 
Corporation is responsible for the disposal of the surplus assets of all government depart- 
ments and most of the Crown corporations and agencies. The Corporation has entered 
into agreements with Britain and the United States whereby it also disposes of surplus 
property held by them in Canada. The head office of the Corporation is in Ottawa, with 
sales offices in a number of cities across Canada. 


As has been the case for a number of years, the Corporation was authorized for the 
1965-66 year to retain 4% of the net proceeds of sales of lands and buildings and 10% of 
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the net proceeds of all other sales to meet its administrative and other expenses. A sum- 
mary of the Corporation’s income and expense for the year together with comparable 
figures for the preceding year follows: 


Year ended March 31 
1966 1965 
Income— 
Portion retainable by the Corporation from net sales and other 
THCOME GATNEM® Aids aed oteterniie blk Sle ewlersue abtterenbnreienle awietes sipyiia a anusrere $ 1,308,000 $ 1,349,000 
Expense— 
Valariee’. sate saw lug atstorete eeictad wie shai 0/5 oe Meteo ereye onc Ome eter ie emer clears 577,000 496,000 
[27 tae abhi ticiad pielnte Uae ae aire weit mI Sauer wns Goad tens oad c 56,000 55,000 
Employees’ welfare benefits ........seeeereeeceeer ere ttecterececes 54,000 48,000 
Printing, stationery and office supplies ......--+++ee eee eeeererrees 38,000 31,000 
Telephones, telegraph and postage .......s++eeeeeeeeeresecrererees 31,000 27,000 
irk) ere OO OC conen ie 5 Pac COO S OO MOOG OUO CUO UDC ODEON 18,000 14,000 
Office furniture and equipment purchased during year ......------- 13,000 12,000 
Lega] and advertising oo gio sicccig.s curtesivie rere ons ieee cre ete eae 6,000 15,000 
Data processing » . .it<sirnc,+owieur ye aie ae amare eee iia cane 2,000 _ 
Net depreciated cost at March 31, 1964 of office furniture and equip- 
ment, ete, written Of ....0..00e5s- smd aon oat een ae — 21,000 
Sumy: . cies cen ook adie pln eiee or aagtoleran os eetie tne oterw Se ole Semis erence 2,000 2,000 
797,000 721,000 
Excess of income over CXPeNSe .......eeeee rere cece rere eee eeeeeees $ 511,000 $ 628,000 
SSS ——————————— 


The $41,000 decrease in income was due mainly to a reduction in sales of lands and 
buildings. A major part of the $76,000 increase in expense resulted from salary increases 
retroactive to October 1, 1965, together with a reclassification of positions and an increase 
in staff from 106 to 115, and an increase in printing, stationery and office supplies due 
mainly to price increases and a more intensive sales program. The increase in travel costs 
was primarily caused by a greater emphasis being placed on pre-sales inspection. 


Pursuant to section 81(3) of the Financial Administration Act the Corporation was 
directed to pay to the Receiver General, as of March 31, 1959 and from time to time there- 
after, but at intervals of not longer than six months, all of its surplus in excess of $100,000. 
Consequently the $511,000 excess of income over expense for the year was paid to the 
Receiver General, leaving the surplus balance unchanged at $100,000. 


The equity of the Crown in the Corporation’s Agency Account at March 31, 1966 was 
$5,013,000, compared with $5,538,000 at the end of the preceding year, and was largely 
represented by amounts totalling $4,297,000 receivable under long-term interest-bearing 
sales agreements. 
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The transactions in the Agency Account during the year, compared with the preceding 
year, are summarized as follows: 


Year ended March 31 


1966 1965 
Sales made on behalf of— 
SsOVeTOMICMBTOL CANKIA, Vaccces sts stetess ete $ 15,289,000 $ 16,101,000 
Over (proinipalse Lowel aglseyress.-naw: ges se: een abies: 873,000 958,000 
SES Ui es os ce a oe ae 207,000 208,000 


16,369,000 17,267,000 
Less: Direct costs relating to sales ...............0.0.00........ 43,000 52,000 


16,326,000 17,215,000 


Deduct: 
Portion retainable by the Corporation from net sales and other 
ACN oo EE ee ee ee 1,308,000 1,349,000 
Additional provision for doubtful ACCOUNUS I. nyt. cert Nae ci 4,000 — 
| Remittances to the Receiver Gretier alee te. hieee tc, G8. on. 14,754,000 14,666,000 
| SE TIT a a 792,000 978,000 


16,858,000 16,993,000 


Decrease (increase) in equity— 
OPEC LOLS C mada oo oc pessoa ands osde en eSavbede 525,000 (341,000) 
Dy earancipale mM Poot e. oles deh iad. .. ee sels 7,000 119,000 


$ 532,000  $ (222,000) 


| Sales decreased by $897,000 due primarily to a reduction in the number of sales of 
lands and buildings involving substantial amounts. 


In our 1965 Report (paragraph 195) it was mentioned that steps had been taken to 
implement recommendations made by the Public Accounts Committee in its Seventh 
Report 1964. The Corporation has reorganized its Commodity Sales Division and merged 
the former Supply Division into the Commodity Sales Division to integrate and improve 
inspection and sales procedures. The Corporation is continuing to revise its operating 
instructions and is exploring ways and means of further improving its sales techniques. 


201. Defence Construction (1951) Limited. This Company was incorporated in 
1951 under the Canada Corporations Act, R.S., c. 53, pursuant to the authority in 
section 7 of the Defence Production Act, R.S., ¢. 62. In April 1965 the control or super- 
vision of the Company was transferred from the Minister of Industry to the Minister of 
National Defence. 


| 
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The Company is responsible for awarding and supervising contracts for defence 
construction projects and it may also assist civilian agencies of the Government. Funds 
to finance projects are provided by the departments concerned, or by the United States 
Government for defence projects in Canada undertaken on its behalf. Expenditures on 
defence construction projects approved by the Company for payment by the Depart- 
ment of National Defence and by the United States Government decreased by $6.3 
million from $32.5 million in 1964-65 to $26.2 million in 1965-66. 


Funds to cover the Company’s net expense were provided by Department of Defence 
Production Vote 35. The following is a summary of expense and income for the past 


two years: 
Year ended March 31 
1966 1965 
Expense— 
Salaries amd living allowaNees: y.qvq8 <a ere ae ni a $ 2,996,000 $ 3,035,000 
Hmployee, benefits. ¢..¢-+-ces4e-hag- ote ae Te ene ae 219,000 219,000 
Travel aiid -vemOvely eos e'lkw ay p< healenee nme ee ces 155,000 160,000 
Other (rei. Oo Te oe ee ge a ae 268,000 328,000 
3,638,000 3,742,000 
Income— 
Reimbursement for engineering and administrative services .....--- 1,674,000 1,540,000 
ED Ease nsed 5 (sR ett gs eso Ps ec oe 1,000 2,000 
1,675,000 1,542,000 
Wetiexpence (\ USUse oes aa Or eae aie eee eee $ 1,963,000 $ 2,200,000 


The decrease of $237,000 in the Company’s net expense is accounted for mainly by 
a decrease of $167,000 in non-recoverable salaries and related costs, due to a reduction 
in the number of employees engaged on the Company’s regular work, and a decrease of 
$31,000 in expenditure for accommodation, due to a reduction in the space occupied by 
head office, and to the use of field office accommodation provided without charge by the 
Department of National Defence. | 


202. Eldorado Aviation Limited. This Company was incorporated in 1953 under 
the Canada Corporations Act, R.S., ¢. 58, and is a wholly-owned subsidiary of Eldorado 
Mining and Refining Limited. Operating from headquarters in Edmonton, it provides 
air transportation services for its parent company and Northern Transportation Com- 
pany Limited, which is also a subsidiary of Eldorado Mining and Refining Limited. 


These two companies share the cost of operations of Eldorado Aviation Limited on @ 
“cost per ton-mile” basis. 


The equity of Eldorado Mining and Refining Limited in the Company at December 
31, 1965 comprised capital stock of $28,000 and surplus of $228,000. 


CROWN CORPORATIONS 155 


The following is a comparative summary of the net expenses of the Company for 
the past two years: 
Year ended December 31 


1965 1964 
Salaries, wages and contributions to employee pension plan .......... $ 237,000 $ 231,000 
PAC OGUG Ia stey PERE ISE «te /A4- desccihES LL UE icp Adsidsscccen 40. Bleck. 108,000 173,000 
AUG oe gee od ie) Le oe a ee nr 134,000 150,000 
BEC OPeCLAE LUNE Ray tiem a eet oek l. Mel Was ee gy 51,000 62,000 
RIMMER bexpcincsem opens 2) itt a 2 LO ddloas isi geod. Qed 50,000 53,000 
PENCE eM, GEM . rind) Sursaae eee ve tagaein t «ates Bhicss x's tek glee deuce’ 23,000 36,000 
OE AR AOE ar te Se a 30,000 35,000 
iotemme pares e Maem Nn, tata Cony ts te IU ITLOO, Pel sad iaiee) ty sb hase 633,000 740,000 
Leet Miccelaneous: iIncometn. ears aes bdr sods 20ecines Lock dick 54,000 23,000 


3 ob SSO Rit bof S05 Btu Ae Pet Oe el ee RR ORs a a a $ 579,000 $ 717,000 


The decrease in repairs expense was due to there being no counterpart in 1965 for 
the overhaul in 1964 of the Company’s DC-4 aircraft at a cost of $66,000. The return 
to service of this aircraft which costs less to operate than the two DC-3’s that were used 
in 1964, largely accounts for the reduction in the cost of supplies. 


The net expenses for 1965 were recovered, to the extent of $445, 000, from Eldorado 
Mining and Refining Limited and, to the extent of $134,000, from Northern Transporta- 
tion Company Limited. 


| 203. Hidorado Mining and Refining Limited. This Company was incorporated in 1945 
under the Canada Corporations Act, R.S., ¢.53, following expropriation in 1944 of the 
shares of a privately-owned company. The head office of the Company is in Ottawa, the 
Beaverlodge mine is near Uranium City, Sask., and the refinery and administrative offices 
are in Port Hope, Ont. The principal ee of the Company are to produce, refine 
and sell uranium and allied products. 


= 
The equity of the Crown in the Company at December 31, 1965 amounted to 
$52,586,000 consisting of capital stock of $6,586,000 and surplus of $46,000,000. A divi- 
lend of $1,500,000 was paid in December 1965. 


In 1962 the Company contracted to sell to the United Kingdom Atomic Energy 
Authority 24,000,000 pounds of uranium concentrates between the years 1962 and 1971. 
At the same time, the Company contracted to purchase 20,917,000 pounds of uranium 
soncentrates from six producers, leaving a balance of 3,083,000 pounds to be supplied from 
the Company’s own mine. The contract provides for the deferment of payment on 
£800,000 pounds until the later years of the contract period. At December 31, 1965 an 
amount of $3,221,000 was due to the Company under this contract in fixed monthly 
nstalments ending March 31, 1966 while $25,613,000 is recoverable in equal annual 
nstalments during the years 1971 to 1973. 


| 
| 
| 
| 
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All costs and expenses in connection with the procurement of concentrates from other 
producers are recovered and, in addition, charges (amounting to $938,000 in 1965) are 
made by the Company for administering and financing the program. Up to the end of the 
previous year, costs and expenses of concentrates procured from other producers exceeded 
sales by $242,000. During the year the excess of sales over costs and expenses amounted 
to $1,411,000, resulting in a balance of $1,169,000 to be offset against deliveries in the 
period 1968 to 1971 when costs of acquisition will exceed the amount of the sales. 


The Governor in Council granted authority in 1965 for the entry into further con- 
tracts between Her Majesty the Queen in right of Canada, represented by Eldorado Min- 
ing and Refining Limited, and certain other uranium producers for the purchase of ura- 
nium bearing concentrates for a Government of Canada stockpile. At December 31, 1965 
the Company was the custodian of uranium concentrates thus acquired at a total cost of 
$33,012,000, of which $8,581,000 applies to concentrates acquired during the year. Funds 
for the acquisition of these concentrates were provided by appropriations of the Depart- 
ment of Trade and Commerce and accordingly their cost was not included in the accounts 
of the Company (see paragraph 131). 


The following is a summary of income and expense for the past two years: 


Year ended December 31 
1965 1964 
Income— 
Sales of uranium concentrates, uranium metal and related prod- 
ucts, and revenue from refining services ......-.--+--+++++eee> $ 16,388,000 $ 15,690,000 
Expense— 
Mining, milling, refining and other expenses ............+++++- 14,613,000 13,170,000 
SclentitiGa TESCATC hme erpsereititcarii eieietere cote ereialotteetateretesferersterstere 1,655,000 1,180,000 
Selline and shipping ‘expense 2. <2... cece -- eiteeies rites tercle 239,000 154,000 
16,507,000 14,504,000 
Net (loss) income from: operations ....-<ae..0-.2+.. suede er (119,000) 1,186,000 
Income arising from the financing of ore procurement program . 907,000 2,974,000 
Interest and other non-operating income (net) ...............- 638,000 690,000 
1,426,000 4,850,000 
Provision fOr ncOmentax waa erecta ian ier ener: — 2,400,000 
INGb, ANCOME 1A cated tos 6 cee els rome els iv oveieitle “atmo icky ated erect otter oh teres $ 1,426,000 $ 2,450,000 


Although sales of uranium concentrates totalled 2,080,000 pounds in 1965, compared 
with 1,379,000 pounds in 1964, revenue from sales was only $1,040,000 greater in 1965. 
The sales in 1964 were made under a contract on a basis of $10 per pound plus allowances 
for escalation of labour and other costs amounting to $420,000. In 1965, however, 
1,246,000 pounds were sold at $5.37 per pound and lesser quantities at $8 and $10 pel 
pound. Revenue from refining services decreased by $342,000 in 1965. 
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The increase in mining, milling, refining and other expenses is due largely to the 
greater number of pounds of concentrates sold in 1965. Lateral mine development and 
shaft sinking expenses were also greater than in 1964. 


No provision for income tax was required in 1965. In recent years, depreciation has 
been recorded in the accounts at rates which exceeded the capital cost allowance permitted 
under the Income Tax Act in determining taxable income. In 1965, the permissible capital 
cost allowance exceeded depreciation charged, which together with allowances for deple- 
tion and scientific research, resulted in a loss for the year for income tax purposes. By 


_ virtue of this loss, $354,000 of the income tax paid in 1964 is recoverable and was credited 


| 


] 
t 


| 


Corporation, which has its head office in Ottawa and branches in Montreal and Toronto, 


to surplus. 


204. Export Credits Insurance Corporation. This Corporation was established in 
1944 by the Export Credits Insurance Act, R.S., c. 105, to provide insurance to Canadian 
exporters of goods and services against the risk of non-payment by foreign buyers. The 


is intended to operate on a self-sustaining basis from premiums charged on contracts of 
insurance. Where the Corporation is of the opinion that a proposed contract of insurance 


_would impose upon it a liability for a term or in an amount in excess of that which it 
' 


| 


would normally undertake it may seek the approval of the Governor in Council, pursuant 
to section 21 of the Act, to enter into the proposed contract of insurance. In the event of 
| a loss under this section (there has been none) the moneys required to discharge the 
| liability are payable from unappropriated moneys in the Consolidated Revenue Fund. An 
| amendment to the Act in 1959 introduced section 21a under which the Corporation may, 
with the authority of the Governor in Council, provide long-term financing for export 


sales of capital goods and services with funds available out of the Consolidated Revenue 
Fund. 


The Crown’s equity in the Corporation at December 31, 1965 was $134,043,000 
‘consisting of share capital of $5,000,000, capital surplus of $5,000,000, an underwriting 
Teserve of $5,000,000, and earned surplus of $5,397,000, together with advances and 
accrued interest totalling $113,646,000 in respect of long-term financing of sales agree- 
Ments under section 21 of the Act. 


Export sales insured by the Corporation on its own account during 1965 totalled 
-$134,000,000 on which premiums of $736,000 were earned. Export sales insured under 
section 21 of the Act totalled $79,000,000 and premiums amounted to $924,000 of which 
‘$693,000 was remitted to the Receiver General and $231,000 was retained by the Cor- 
poration, and recorded as deferred income, in respect of expenses and overhead, on the 
basis authorized by the Minister of Trade and Commerce. At December 31, 1965 the 
liability of the Corporation under contracts of insurance issued and outstanding totalled 
$490,230,000 of which $359,237,000 was for contracts entered into under section 21 of 
the Act. 
| 
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At December 31, 1965, after five years of operation in the field of direct long-term 
financing of export sales of capital goods and services under the authority of section 
21a of the Act, the Corporation had signed agreements to finance export sales amounting 
to $269,000,000 of which $166,000,000 had been disbursed, and $18,000,000 had been 
repaid, leaving a balance on loan of $148,000,000. The Corporation’s portion of interest 
and of guarantee fees earned in respect of long-term financing agreements amounted to 
$340,000 in the year compared with $232,000 in the previous year. Notes for $37,000,000, 
which mature within four years and are unconditionally guaranteed by the Corporation, 
were held for the account of Export Finance Corporation of Canada, Ltd. (a subsidiary 
of the Canadian chartered banks) to whom they had been sold although the Corporation 
continues to be responsible for the collection of principal and interest. In addition to the 
signed financing agreements, the Corporation had agreed to finance $14,000,000 of pros- 
pective sales and had guaranteed or had undertaken to guarantee negotiable instruments 
totalling $9,347,000 with respect to completed sales. 


The following is a comparative summary of operations for the past two years: 


Year ended December 31 
1965 1964 
Income— 
Premiums and fees earned ....... esses er eece eerste ete cece cess $ 1,447,000 $ 1,287,000 
Expense— 
Salaries and employee benefits .......--..:eereeeeeeree ees seereee 484,000 438,000 
12 i ee AD Sirindhorn Aa ON es TOA UU 47,000 39,000 
Stationery, printing and office expenseS ........+seeeeeee seer reer 41,000 28,000 
Travels shire » Leek es St, ee ee es Eee ee 24,000 29,000 
Communications eXPeNS€ ...... cece cece secre eect e eens eeecceses 21,000 18,000 
(OS Oise ee UR COE CoO GS Cato CeO DY GODS ORME OCR. OO.G OKANO ce 62,000 46,000 
679,000 598,000 
768,000 689,000 
Policyholders’ claims— 
TRECOVETICS te re ee er MRE ata reel a natete etenseal Nese eee Tene Tors 397,000 655,000 
PAyMeNta sca se cw ewe so 4t welec nmin We mnie «Sens 7 oe iis ween eee 150,000 515,000 
247,000 140,000 
Excess of income and policyholders’ claims (net) over expense ..... 1,015,000 829,000 
Intereston amvestiments sce e ee cere emer ereeemle retainer renetes= 323,000 636,000 


Excess, of income over expensé «incl. 0.402540 condsar d-beopentachits eeu $ 1,465,000 


The increase of $81,000 in administrative expense for the year resulted mainly from 
an increase of $44,000 in salaries, of which approximately $21,000 was for additional staf 
engaged in 1964 and 1965 and $23,000 was for salary increases. 
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The following is a summary of transactions in respect of claims paid to policyholders: 


Outstanding Claims Amounts Written Outstanding 

Type of claim Jan. 1, 1965 paid recovered off Dec. 31, 1965 
Imselvency MASiEr +. fs ta ays $ 253,000 $ 44,000 $ 14,000 $ 32,000 $ 251,000 
IBYSeN Ie eee oes Geeks eae 254,000 96,000 19,000 31,000 300,000 
Exchange transfer ........ 359,000 4,000 363,000 (15,000) 15,000 
COCHCLMT, «Mala ae etre tte. oe 1,000 6,000 1,000 5,000 1,000 


$ 867,000 $ 150,000 $ 397,000 $ 58,000 $ 567,000 


Of the amount of $567,000 in claim payments shown above as outstanding at Decem- 
ber 31, 1965 the Corporation anticipates making substantial recoveries. The amounts 
recovered will be added to income in the years in which recoveries are effected. 


In 1964 an amendment to the Export Credits Insurance Act exempted the Corpora- 
tion from the payment of income tax following which an amount of $10 million, corre- 
sponding to the sum of the paid-in capital and capital surplus, was on July 31, 1964 paid 
into a special non-interest-bearing account in the name of the Corporation in the Con- 
solidated Revenue Fund. In April 1965 a further $3,976,000, representing accumulated 
net earnings through the investment up to July 31, 1964 of the $10 million paid into the 
special non-interest-bearing account, was deposited in the same account. In order to pro- 
vide funds for the second deposit the Corporation, on the instructions of the Department 
of Finance, sold Government of Canada securities and in so doing incurred a loss of 
$661,000. This loss has been charged to the Corporation’s earned surplus. 


In last year’s Report reference was made to the decision of the Board of Directors to 
transfer the total of the Corporation’s earned surplus, together with the excess of income 
over expense for the year ended December 31, 1964, to the Underwriting Reserve and to 
show the Reserve on the balance sheet of the Corporation as a liability reserve in the 
amount of $9,719,000 as at December 31, 1964. We stated that the Corporation was giving 
further consideration to our opinion that the Reserve was general in nature and should 
have been included in the capital or shareholders’ equity section of the balance sheet. The 
Board of Directors has since directed that the Reserve be reinstated in its former amount 
of $5 million and this has now been established to provide for losses on contracts of 
insurance entered into under section 14 of the Act. We are advised that the Board will 
give consideration in future years to the Corporation’s liability position under its out- 
standing contracts of insurance for the purpose of determining any further amounts which 
might require to be credited to the Underwriting Reserve from the year’s operations or 
from earned surplus. The balance of the Reserve was restored to earned surplus with effect 
from December 31, 1965. 


205. Farm Credit Corporation. This Corporation was established in 1959 by the Farm 
Credit Act, 1959, c. 43, to succeed the Canadian Farm Loan Board which had operated 
since 1929. The purpose of the Corporation is to make, administer and supervise long- 
term mortgage loans to farmers. The Corporation also administers the Farm Machinery 
Syndicates Credit Act, 1964-65, ¢.29, which authorizes the making of loans to qualified 
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syndicates of three or more farmers for the purchase of farm machinery for their co-op- 
erative use. The head office of the Corporation is in Ottawa and there are 7 branch, 28 
district and 127 field offices throughout Canada. 


The Government of Canada paid a further $5,750,000 into the capital of the Corpora- 
tion during the year and advanced an additional $141,327,000 (net) by way of loans. 
At March 31, 1966 the equity of the Government in the Corporation amounted to 
$605,672,000 comprising: capital, $22,750,000; loans, $565,668,000 (of which $939,000 
was in respect of the Farm Machinery Syndicates Credit Act); accrued interest on loans, 
$15,618,000; reserve for losses under the Farm Credit Act, $1,612,000; and retained earn- 
ings from operations under the Farm Machinery Syndicates Credit Act, $24,000. 


During the year, 11,049 loans were made to farmers to a total of $201,688,000 com- 
pared with 9,845 loans amounting to $139,751,000 made in the previous year. Repayments 
of principal amounted to $58,891,000, an increase of $21,532,000 over the previous year. 
Loans outstanding at March 31, 1966, with accrued interest, amounted to $603,081,000 
compared with $455,905,000 at March 31, 1965. Loans outstanding under the Farm Ma- 
chinery Syndicates Credit Act, which came into force on December 11, 1964, amounted 
to $902,000 at March 31, 1966 compared with $54,000 at March 31, 1965. 


The following is a comparative summary of the income and expense of the Corpora- 
tion for the past two years: Var ended Machol 


1966 1965 


Operations under the Farm Credit Act 


Income— 
Interest earnings) orcs Ma.08 bieseero eo tere eiare Sele oho etree kee $ 25,890,000 $ 19,786,000 
Deduct: Interest on loans from the Government of Canada .... 23,525,000 17,169,000 
2,365,000 2,617,000 
Appraisal. supervisionsand! legal fees. eer serine aratriirteleniier 1,103,000 828,000 
3,468,000 3,445,000 
Expense— 
Salaries and employee benefits’, once sete se tie eid aero: 3,505,000 3,116,000 
Travel, 2 ..aeneapsdy. Qe eo es ee re ae Se ete een: 434 000 327,000 
Offices accommodations v4 ..ceci:t meer ee ee eee 251,000 222,000 
Postage, express, telephone and telegraph ...............---.6- 101,000 94,000 
Prmtiney stationery, sandsomcersupplesmenmeisereiitemte: eee 99,000 93,000 
Rental and maintenance of office equipment ................+5- 53,000 55,000 
Appeals Boards—tees and msexp ensesimrine penitence scieiiciene errs 25,000 = 
Manacementeconsultantsmtees anata. tierce ekrenteetiercer irae 18,000 12,000 
Depreciation Wactetca 3 ae ee eee Or cst. Gn Reheat 37,000 36,000 
Other tier stearic dig ae eee ate ear er wir ie in 41,000 70,000 
4,564,000 4,025,000 
Less: Portion allocated to operations under the Farm Machinery 
SyndicatesuCredita Acti. ccc tected ieee ee ees 66,000 50,000 
4,498,000 3,975,000 


Net operating loss, provided for by parliamentary appropriation .$ 1,030,000 $% 530,000 
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Yearended December 11, 1964 
March 31,1966 to March 31, 1965 


Operations under the Farm Machinery Syndicates Credit Act 
oe eS Ne ee 


Income— 

Interest (net) "and service charges 2.4/0, 2.0.05. oe $ 15,000 $ 1,000 

Amount appropriated by Parliament for carrying out the purposes 
OL TUNES GR or dete eo 2 ae ee an re 75,000 50,000 
90,000 51,000 

Portion of Corporation’s expenses allocated to operations under this 
Reg hme, we Mele AR RTS WOE Toe feel gta, 66,000 50,000 
Excess of income over expense transferred to retained earnings ....$ 24,000 $ 1,000 


With respect to the operations under the Farm Credit Act, the increase of $523,000 
in expense for the year ended March 31, 1966 was due largely to the continuation of 
the growth in lending activity and the consequent expansion of the Corporation which 
has resulted in an increase in staff from 183 at March 31, 1960 to 529 at March 31, 1965 
and 571 at March 31, 1966. During the same period the number and principal of loans 
outstanding increased from 28,000 and $117,000,000 to 53,000 and $586,000,000. 


In our report to the Minister of Agriculture under section 87 of the Financial 
Administration Act, on the examination of the accounts of the Corporation for the year 
ended March 31, 1966, reference was made to the reduction in the Reserve for Losses 
during the past six years, due in part to the statutory obligation placed on the Corpora- 
tion to lend money at a fixed rate, as follows: 


Section 15 of the Farm Credit Act requires the Corporation to establish a Reserve out 
of which may be paid “any losses sustained by the Corporation in the conduct of its 
business”. The section further provides that the Corporation shall credit its net earnings 
each year to this Reserve until the amount of the Reserve equals the capital of the 
Corporation. At March 31, 1966 the capital of the Corporation amounted to $22,750,000 
while the Reserve Mitoutited to $1,611,529, having been reduced by $32,998 due to losses 
written off during the year. 


As previously pointed out, the statutory lending rate of 5% on loans to farmers has not 
provided sufficient income to cover the interest paid on borrowings from the Government 
of Canada and administrative expenses applicable to loans made at this rate. The annual 
excess of expense over income is now being met each year by parliamentary appropriation. 
The operating loss of $1,029,998 for the year ended March 31, 1966, compared with a loss 
of $529,694 for the previous year, was recovered from Department of Agriculture Vote 90ec. 


While continuation of the policy of providing a parliamentary appropriation to cover 
the annual operating loss of the Corporation will prevent further depletion of the Reserve by 
such losses, no provision has been made for the building up of the Reserve to an amount 
equivalent to the capital of the Corporation as is contemplated by the Farm Credit Act. 


A 1964 amendment to the Farm Credit Act increased the amount that a single 
| = enterprise may borrow under Part II of the Act from $20,000 to $40,000 and 


under Part III of the Act from $27,500 to $55,000. The interest rate of 5% per annum 
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remains unchanged on amounts loaned by the Corporation up to the previously existing 
limits of $20,000 and $27,500, but the interest rate to be charged on moneys loaned in 
excess of these amounts may from time to time be prescribed by the Corporation with 
the approval of the Governor in Council “which rate shall be sufficient, if the whole 
amount of the loan were to be loaned by the Corporation at that rate, to return to the 
Corporation an amount equal to the cost to the Corporation of any money borrowed 
for the purposes of the loan and the expenses of the Corporation in respect thereof, 
including a reasonable reserve against loss.” 


The interest rate on moneys loaned under the increased limits was 63% per annum 
up to August 8, 1966 when it was raised to 62%. Since these rates apply only to the 
portion of any loan in excess of $20,000 or $27,500, as the case may be, the operations 
of the Corporation will continue to result in an annual operating loss. 


206. The National Battlefields Commission. This Commission, constituted by the 
National Battlefields at Quebec Act, 1908, ¢. 57, with the objects of acquiring and 
preserving the historic battlefields at Quebec, consists of nine members, seven of whom 
are appointed by the Governor in Council and one each by the Province of Ontario 
and the Province of Quebec. 


Prior to 1958 the Commission was financed by statutory grants made from time to 
time under the constituting Act, but it has since been financed by annual parliamentary 
appropriations. At March 31, 1966 the proprietary equity of the Crown in the Com- 
mission amounted to $1,538,000, an increase of $35,000 during the year, comprising 
capital assets costing $1,515,000 and working capital of $23,000. 


The following is a summary of the expenses of the Commission for the years ended 
March 31, 1966 and 1965: 


Year ended March 31 
1966 1965 
Salaries, wages and related expemses ........-+eee eee eereeeeee reece $ 164,000 $ 164,000 
Policing Services. io..5 are Ane seeps coop ead ee ee ene: 19,000 31,000 
Repairs of roads, driveways and buildings ........-..-+++seeee eres 15,000 25,000 
Light, heat, power, gasoline and oil ........-..sese cece sneer ene eeeee 14,000 15,000 
Operating supplies and nursery stock ..........:. sees ee eee cence 10,000 16,000 
Special weed treatment for lawns ...........0s sees eee e ee eeeee er eeeee 8,000 — 
Souveniz, pamphlet AG hi.s4 Matias Sele Rae. Ae ite meee 4,000 — 
Oli en eee a eae Me ee ee te A anno ORnoor bao Ue pedo as BOC 8,000 9,000 
242,000 260,000 
Reconstruction ‘of Martello’ Mower Now 4 ene arte ee etter ete = — 42,000 
Capital sou thayisin 0, tycl ta. Sas. crcfams oesee ela hemes RINE EES ous archon ketone cleatienes 12,000 25,000 


$ 254,000 $ 327,000 


The income of the Commission, consisting of $275,000 appropriated by Parliament 
and $2,000 of miscellaneous income, exceeded its expenses by $23,000 in 1965-66. This 
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amount together with $12,000 of capital outlays accounts for the increase of $35,000 
in the proprietary equity of the Crown in the Commission. 


The souvenir pamphlet expense of $4,000 became non-productive when the printing 
of the pamphlet advertising the Park was interrupted because of the resignation of the 
Chairman whose name and signature appeared thereon. After the appointment of the 
new Chairman the printing was to be resumed but it was found that the paper had 
shrunk in the intervening months and had to be scrapped. The pamphlet is being reprinted 
at a cost of $10,800. 


Funds contributed by the provincial governments and others in the years following 
establishment of the Commission in 1908, which may be used only for the acquisition of 
land with prior parliamentary approval, amounted to $33,000 at March 31, 1966. The only 
transactions in the account since 1938 have been credits from interest earnings. 


It has been the practice for the Park Superintendent to initiate the expenditures of 
_ the Commission and for payments to be approved by the Secretary of the Commission. 
_ However, due to the ill health of the Park Superintendent, most of the expenditures in 
_ the past two years have been incurred on the sole authority of the Secretary. Further- 
more, tenders for contracts for maintenance projects were not invited by public adver- 
-tisement. Among the contracts awarded was one amounting to $20,829 covering street 
paving and the construction of sidewalks and curbs which was not reported to the 
| Treasury Board (being in excess of $10,000) as is required by section 8 of the Govern- 
_ ment Contracts Regulations. 


207. National Capital Commission. This Commission was established by the National 
Capital Act, 1958, ¢. 37, to succeed the Federal District Commission which had been 
established in 1927 as the successor to the Ottawa Improvement Commission, 1899. 


The objects and purposes of the Commission are “to prepare plans for and assist in 

the development, conservation and improvement of the National Capital Region in order 

“that the nature and character of the seat of the Government of Canada may be in 
accordance with its national significance’. Subject to the control exercised by the Governor 
In Council, the Commission has wide powers including those relating to: acquisition 
_and development of property; construction and maintenance of parks, roads, bridges, 
buildings and other works; undertaking joint projects with municipalities or making 
‘grants to municipalities; construction and operation of concessions; and the administra- 
‘tion of historic buildings and sites. The Commission consists of 20 members appointed by 


the Governor in Council from across Canada. 


At March 31, 1966 the proprietary interest of the Government of Canada in the Com- 
mission, including loans, totalled $135,492,000 represented by: cash, $140,000; inven- 
tories of tools, equipment and supplies, $214,000; and capital assets at cost, $135,138,000. 


The Commission’s activities are financed by annual parliamentary appropriations, 


withdrawals from the National Capital Fund and loans from the Government of Canada, 
| 
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along with revenues from rentals, ete. A summary of the expenditure and other trans- 


actions for the past two years is as follows: 


Year ended March 31 


1966 
Operation and maintenance of parks, parkways and grounds adjoining 
government buildings at Ottawa and Hull, maintenance of other 
properties and general administration 
Pxpendituves anscci a» af «re islets ereatle tie stele soo vena tee ote aes ele cereale sana $ 3,969,000 
Provided for by— 
Parliamentary appropriation ...... eee eee eee eee tenet e eect eeeee $ 3,781,000 
ITNT AO MOK sc ole HOGC OCH mu tnOUbOnS Hoo gels 6dolto Sheed anche ae-sic 188,000 
$ 3,969,000 
National Capital Fund 
Balance at April 1— 
In the G@onsolidated) Revenue Hund yee cciee veil tote rele ofeliei-l- -rereneto $ 425,000 
In ther handsiok then @omm soto meeremcrcter cine eeteretehe Iotetkele tate tet-tons 1,750,000 
2,175,000 
Parliamentary appropriation .........cccscecscecccecsesenccccceceses 12,100,000 
Proceeds from sales of property .........0.esccccsccscecseseeccccees 1,029,000 
15,304,000 


Expenditure— 
Capital outlays for parks, parkways, railway lines and structures, etc. 12,347,000 
Repayment of loans to acquire property now in use—Queensway, 


Ottawa River Parkway, Sussex Drive (1965-Queensway) ......-. 1,289,000 
Maintenance of land and rehabilitation works .........-e+seeeees- 193,000 
Contributions to the City of Ottawa and other municipalities to- 

wards the cost of constructing roads, bridges, sewers, etc. ........ 646,000 

14,475,000 
Balance at March 31— 
Ine the Consolidated s Revienticm Hund! Rieti. ep) siietlele iieteiers rela lie erelone 1,625,000 
inthe hands rolethe: Commissions wie e aie iieriieleteie iscsi Tekerate ( 796,000) 
$ 829,000 
Acquisition of property in the National Capital Region through loans 
provided by the Government of Canada 
Unexpended balance of loans at April 1 .........e eee reece eee ences $ 1,259,000 
Add: 
Government of Canada loans  Gnety)iacrcrletpter tate et-torentetnoler lols ippare 7,478,000 
Amount recovered from the National Capital Fund with respect to 

properties put iIntO USE ....... cee ce eee e terete eee een e teen tenes 1,289,000 

Proceeds from sales of property .........0s0ccee-ssseee see seeeers 1,733,000 
11,759,000 

Deduct: 
Expenditure for acquisition of property .........---eee sere eee eeee 11,619,000 
Unexpended balance of loans at March SP 2.7 5.ie eet eeinele ese $ 140,000 


1965 


—— 


$ 3,628,000 


$ 3,390,000 
238,000 


$ 3,628,000 


$ 6,425,000 
986,000 


7,411,000 
4,500,000 
425,000 


12,336,000 
7,181,000 


2,529,000 
112,000 


339,000 
10,161,000 


425,000 
1,750,000 


$ 2,175,000 


$ 383,000 
6,865,000 


2,529,000 
1,906,000 


11,683,000 


10,424,000 
$ 1,259,000 


i 
| 


| 
| 
| 
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Interest charges on outstanding Government of Canada loans 


Interest on loans 


peeiRer tae Pa orm: nee aye shel stiehiele: aie svelte ele: die; wlete: wle® ey lela se neie eles te. o wae 


Provided for by— 


Parliamentary appropriation 


svier tee. S. sereke tale. e\mi sei elie! shee 8: e\ allel aise) eiereay a esteia 


coe twee 


Year ended March 31 


1966 1965 


—— a 


$ 3,254,000 $ 2,858,000 


$ 2,741,000 $ 2,464,000 
513,000 394,000 


$ 3,254,000  $ 2,858,000 
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| The expenditures incurred in the various activities of the Commission, as sum- 
' marized above, totalled $33,317,000 compared to $27,071,000 in the preceding year and 


were financed as follows: 


Year ended March 31 
1966 1965 
Parliamentary” appropriations .....-.....-. cess ceeceeccccececcc, $ 19,968,000 $ 15,590,000 
eats GOnunea@orimission sites fey. ee OS UL eo 11,619,000 10,424,000 
Proceeds from sales of property—National Capital Fund ........ 1,029,000 425,000 
Revenues or thes Comidiesion, 94.4 wall ors eid. docx teeecnt 2 701,000 632,000 


$ 33,317,000 $ 27,071,000 


A revised capital budget of the Commission which provided for expenditures of 
$24,044,000 in 1965-66 was approved by the Governor in Council pursuant to section 80 
of the Financial Administration Act. It was stipulated in the approved budget that 
_ expenditures in respect of certain items might exceed amounts shown by not more than 
_ 10% without further approval, provided that the prescribed total for each budget group- 
ing was not exceeded. The accounts of the Commission show that of the total capital 


_ expenditures for the year of $23,685,000, the expenditures for one grouping exceeded the 


_ authorized total of $11,625,000 by $1,498,000 and included two major items, the approved 
_ limits for which were exceeded by a total of $567,000. 


Department of Public Works Vote L70 provided for loans to the Commission of 
_ $9,000,000 for the purpose of acquiring property in the National Capital Region, 
excluding property being acquired for the Greenbelt. These loans together with funds on 
/hand at April 1, 1965 provided a total of $9,449,000 for these property acquisitions. 
During the year the total expenditure incurred by the Commission on these properties 
amounted to $10,082,000, or $633,000 in excess of the funds available. 


The Public Accounts Committee gave further consideration during the year to the 
practice of requiring the National Capital Commission to seek parliamentary appropria- 
_tions to enable it to pay interest on loans obtained from the Minister of Finance for the 
purchase of properties. In its Seventh Report 1966 (see Appendix 1, items 19 and 41) 
the Committee noted the undertaking of the Department of Finance to review and dis- 
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cuss this practice with the Auditor General and asked that he report on the matter in 
due course. Loans from the Minister of Finance totalled $67,329,000 at March 31, 1966. 
Interest charges in 1965-66 amounted to $3,254,000 of which $2,741,000 was provided 
by Department of Public Works Vote 60. (See paragraph 172 of this Report.) 


208. National Harbours Board. This Board was established in 1936 by the National 
Harbours Board Act, R.S., c. 187, and has jurisdiction over the harbours of St. John’s, 
Nfld., (established as a national harbour on January 1, 1965), Halifax, N.S., Saint John, 
N.B., Chicoutimi, Que., Quebec, Que., Trois-Riviéres, Que., Montreal, Que., (including 
the Jacques Cartier and Champlain Bridges), Churchill, Man., and Vancouver, B.C., 
together with grain elevators at Prescott, Ont., and Port Colborne, Ont. The head 
office of the Board is in Ottawa. 


The proprietary equity of the Government of Canada at December 31, 1965 totalled 
$520,173,000 comprising: equity represented by the cost of assets transferred to the Board 
on its establishment and subsequently, $70,344,000; loans and advances $323,212,000; 
interest in arrears on loans and advances, $93,286,000 ; and reserves, $116,875,000; less 
the accumulated deficit of $83,544,000. 


The value of the Port and Harbour of St. John’s, excluding land, was recorded at 
$10,086,000 as of January 1, 1965, being the estimated net book value at the time it be- 
came a national harbour upon transfer from the Department of Public Works. The esti- 
mated value of the land is to be recorded when the identification of the land and water 
lots has been completed. 


During the year there was an increase of $3,118,000 in the indebtedness of the Board 
for loans and advances and $7,082,000 for interest in arrears. In previous Reports we have 
pointed out that there was little prospect of the Board being in a position to meet its 
principal and interest obligations and recommended that the financial structure of the 
Board be reconstituted. Proposals have been under study by the Board and by the Depart- 
ment of Finance but no decision has yet been reached. 


Current assets of the Board included the sum of $348,000 due from the Quebec 
Natural Gas Corporation for rental charges by the Board for the easement for a 20-inch 
natural gas pipeline over the Jacques Cartier Bridge. The amount represents $243,000 
outstanding on December 31, 1964 plus $105,000 charged for 1965. In previous Reports 
we have noted that authority for the installation of the pipeline was granted by the Board 
on May 1, 1959 subject to later negotiation of the annual rental rate but that the Corpora- 
tion subsequently would not agree to the rate proposed and requested the Board to con- 
sider one that was little more than nominal. In 1965, the Board instructed the Department 
of Justice to institute legal proceedings against the Corporation. 


Until revocation of tolls on June 1, 1962, the Jacques Cartier Bridge was operated 
under a tri-partite agreement which required the City of Montreal and the Province of 
Quebec to pay to the Board one-third of any annual deficit arising from the operations 
of the Bridge to a maximum of $150,000 each. Since 1944 the Province has refused to 
make the required contributions and at the end of 1949 its accumulated indebtedness 
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amounted to $744,425. From 1950 until revocation of tolls, the Bridge did not incur an 
operating deficit and the accounts of the Board continue to show this amount as due from 
the Province. In previous Reports we observed that the settlement of this claim and the 
transfer of this Bridge to the Province had been the subject of negotiations between the 
Board and the Province. No further progress was made during the year. 


Reference has been made in previous Reports to the dispute between the Board and 
the Canadian Pacific Railway regarding the ownership of certain areas of Coal Harbour, 
Vancouver. Title to the areas involved has been in dispute since 1880. After several meet- 
ings over an extended period between officials of the Board and of the Railway a basis of 
settlement is now embodied in a “Memorandum of Agreement” between the two parties. 
Order in Council P.C. 1966-1248 of June 30, 1966 authorized the Board to implement the 
terms of the Agreement, which should lead to a final settlement of this long-standing 
dispute. In the meantime, the Railway continues to collect rentals and other revenue from 
certain areas in its possession while the Harbour authorities do likewise in respect of the 
disputed areas occupied by the Board. At December 31, 1965 the Board held $182,000 in 
trust while the Railway held $272,000. 


The following is a summary of the operations of the harbours and elevators and of 
the bridges for the past two years: 


Year ended December 31 
1965 1964 
Harbours and Elevators 
Operating income— 

JELMHOXOUIES- 4 owely sb FORE OE eee Oe Ine nor ae aaoer ane $ 4,735,000 $ 4,597,000 
WINAE VCMT Clan LETS meme tern cate a cmien as cis aie stereioecs serene s where sara eaciee 12,390,000 10,474,000 
GTalNeClOvVALOPMSVStCING ey ss skate ees vie eles chil osiers setee cee ss sioateaes 10,454,000 9,423,000 
ColdBstorarcresySteniSy sesso e winless aioe ee es Sos a Se sleet tes 1,293,000 1,315,000 
IRGrimanentarSnedGimesh eevee Sate ec aica ae ecis Nes Gin caus cele atone ate 2,796,000 2,206,000 
aiLWAVaSVSUCLUISEER fe tee emer deh cone cclciek ties ae Gas or enn cia 927 ,000 863,000 
IMESCCllANGOUSESeLVACCS mem mae lyk era “crea aa syirege ars soransinie es ~ a’) sous alcool 1,494,000 1,224,000 


34,089,000 30,102,000 


Operating and administrative expenses— 


TEENS OVARY Scion cn Bish MRO OO DOO OE EEO IRI AD MED E | CODD D EER anism o. 5,255,000 4,411,000 
RV Gree GANG DICT Es cic « ics» © ms teyaisuslngees + > <peveiumlalers a 6 ea awr a dons inane 1,078,000 946,000 
ARTA, PICT ALOR CEN SIOINS 6 disc ou oe cine te nao e 6 vwinse Coane pike Vinee ooo sys 6,504,000 6,349,000 
COMM BUOTALE BYSUCING ccc cee eaeancss veces ssectesereneesrsnrrse 1,171,000 1,144,000 
PETINATICIIG PINCUS eee. Maret cake, o atetelarele esis coats ates sleteratece aie ata staliehe eo 1,563,000 1,438,000 
PALIWAY (SVSCCIIS Woece ee coc hie css ioe secede nse ses ok bas calnnn 1,055,000 1,063,000 
INiascellancOuse SCRVIGES Hl nieceiesites «is eivele seisle oo sletele isin aisle sales see 1,520,000 1,344,000 
INCIMINIStrALLVe EXPENSES! foes 2 sles ccc sles cle = olnin a ieee so riclere sels 2,966,000 2,558,000 


21,112,000 19,253,000 


Net operating IncoOME ........scccecceceeeceeresseeseseeceeeeees 12,977,000 10,849,000 
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Year ended December 31 


1965 1964 
Other income— 
Tncome from IivestIMeMuss sic e nace ietidetoiecra)tlrerstel-isetcicir $ 2,514,000 $ 2,491,000 
IVECO! GitucdasuccoboBonde coon doe batdb ogdascbbecobonomst 243,000 338,000 


15,734,000 13,678,000 


Special charges— 


Provision for interest on loans and advances .........-...++-e- 9,445,000 9,392,000 
Provision for replacement of capital assets .........-..0+--eeeees 5,155,000 4,803,000 
(OlAa 5 OMe iy Been he aot Orere eS Oe Obie ood SRISId GooIdtms O10 6 ade dct Oe 453,000 464,000 


15,053,000 14,659,000 


INET INCOME “CIOGS) a crit om «cic tar vres avons titek pelea it set aeien aerate $ 681,000  $ (981,000) 


Bridges 


Operating income— 


Jacques Cartier Bridge’. os 2.5 iss se tescmies dscns oe an eee Waker aor $ 129,000 $ 159,000 
Champlain Brid ewe nicer vet teased tetera rene enero rele eeterek ete ct merern es 991,000 625,000 


1,120,000 784,000 


Operating expenses— 
Jacques Cartier: Bridge. 3.5 centres nassspierie 4 ee clei were eee ea stie als 362,000 294,000 
Champlaine Bridge? oiss.ah.enceutetee sre totus av dieheteere tn eee somata a 454,000 408,000 


816,000 702,000 


Net. operating  ucome’ | iaic.uus «sins cc slo's ciepeh ce me anaes aes 304,000 82,000 
Special charges— 
Provision for interest on loans and advances ................0-- 1,734,000 1,620,000 
Provision for replacement of capital assets .............-..+es. 511,000 508,000 
Settlement of claim by lessor of toll-collecting equipment ...... — 279,000 


Cit AE Gn. aoe CaO OSA OA EMO MOnRaGecan oot ouU .ooe bce. 68,000 72,000 
2,313,000 2,479,000 


ING LOSS = aetncc cesarean ds eceteere thos caries bee ih ieee teeta Leo arene nee ctrl $ 2,009,000 $ 2,397,000 


Tariff rates were increased during 1965 and water-borne cargo-tonnage surpassed 
that of 1964 by 1,909,000 tons. As a result, with the exception of the Port Colborne 
elevator, revenue increased at all locations. The decrease of $28,000 in revenue at Port 
Colborne resulted from reduced receipts of eastern grain due to crop damage caused 
by adverse weather conditions. 


Foreign inward traffic, which increased by 2,515,000 tons, provided the major increase 
in cargo-tonnage, but this was partly offset by a decrease of 863,000 tons in wheat exports. 
The large increase in foreign inward traffic is mainly attributable to increased tonnages 
handled of: fuel oil at Halifax, Saint John, Quebec, Trois-Riviéres and Montreal, totalling 
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1,192,000 tons; crude oil at Montreal, 544,000 tons; steel bars and rods at Montreal, 
139,000 tons; and plate sheet metal at Vancouver, 114,000 tons. The decrease in wheat 
exports was mainly due to a reduction in deliveries to the U.S.S.R. and China which 
reached their peak in 1964, as well as labour disputes in Montreal and Vancouver which 
hampered shipments of grain at these ports. 


All tolls and charges in respect of passage of vehicles over the Jacques Cartier 
Bridge were revoked as of June 1, 1962. Traffic across the Champlain Bridge increased 
from 3,914,000 vehicles in 1964 to 6,379,000 vehicles in 1965 due mainly to the opening 
of a second approach to the Bridge in December 1964. 


The increases in operating expenses were due, in part, to greater cargo-tonnage 
handled and to certain expenditures incurred during 1965 which had no counterpart in 
1964. Grants to municipalities were greater by $597,000 due to an increase in the payments 
to 50% of what would be payable under the Municipal Grants Act formula as authorized 
by Order in Council P.C. 1964-1/1428 of September 11, 1964. At Quebec, $221,000 was 
spent on major repairs to the grain elevator and cold storage warehouse. In Vancouver, 
expenditures of $99,000 were required to operate and maintain facilities taken over from 
the Department of National Defence in 1964 and outlays for security and snow 
removal were higher by $51,000. Operating expenses at St. John’s, included for the first 
time, amounted to $51,000. 


The increased administrative expenses resulted mainly from certain expenditures 
in 1965 having no counterpart in the previous year: administrative expenses at St. John’s, 
Nfld., $55,000; expenses of the labour dispute, Montreal, $189,000; and hydraulic model 
study of Burrard Inlet, Vancouver, $41,000. 


In June 1964 the Board acquired three sheds in Vancouver from the Department of 
National Defence. Five months later one roof collapsed and others suffered considerable 
damage from exceptionally heavy quantities of snow. The necessary reconstruction cost 
$404,000 in 1965. It should be noted, however, that according to a Board engineering 
report, the roof beams had been designed in accordance with the building codes in effect 
at the time of construction in 1944 when construction steel was in short supply and 
building codes took this into consideration. An estimated $135,000 of potential revenue 
was lost due to the reduction in rentals received during the reconstruction of the damaged 
roofs. 


In last year’s Report we noted that the Board was required to pay workers for 
“dip-time”, the initial stage of unloading a grain vessel when only mechanical devices 
are used. During 1965 the workers continued to be paid for this time in accordance with 
the collective bargaining agreements between the Board and the labour unions at Port 


_ Colborne and Prescott. The new agreement with the union at Prescott, entered into in 
_ 1965 for another two years, includes a similar provision. 


209. Northern Canada Power Commission. This Commission, established in 1948 
under the Northern Canada Power Commission Act, R.S., c. 196, consists of three 


_ Members appointed by the Governor in Council. The objects of the Commission are to 
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construct and operate electric power plants and to supply power to mines and other 
users in the Northwest Territories and the Yukon Territory and, with the approval of 
the Governor in Council, in any other part of Canada. The Commission, with its head 
office in Ottawa, operates hydro-electric plants at Mayo, Y.T., Whitehorse, Y.T., Snare 
River, (Yellowknife) N.W.T. and a newly commissioned plant on the Taltson River 
near Fort Smith, N.W.T. Thermal-electric stations are operated at Fort Resolution, Fort 
Simpson, Inuvik, Fort McPherson, Aklavik and Frobisher Bay, N.W.T., Field, B.C., and 
Moose Factory, Ont. 


The proprietary equity of the Government of Canada in the Commission, at the end 
of the past two years, follows: 


March 31 
1966 1965 
Advances, including $50,000 for investigation of projects ........ $ 30,749,000 $ 28,142,000 
Equity represented by cost of: 
Central heating, water and sewerage and fire alarm systems at 
Inuvik, N.W.T., financed by parliamentary appropriation .. 7,003,000 7,003,000 
Extension, expansion and improvements of capital assets fi- 
NANCEASALOM CALMINGS ge peter sci sep el eeids ieee Keer eee ede ts cl 560,000 315,000 
IPE iiela OOPMAINRINOES ooungoncescvacuoGceuonUnvGEgODODENOaE 2,141,000 2,020,000 
Farmed “Surplus ® odes ce he cies a etevetetelote ne ete cline meme caeatarre ane eae ore 1,477,000 1,274,000 


$ 41,930,000 $ 38,754,000 


The Commission also acts as agent for the Government of Canada in respect of loans 
made under the Atlantic Provinces Power Development Act, 1957-58, c. 25, and in this 
capacity made advances to the provincial power commissions of Nova Scotia, New- 
foundland and New Brunswick. Outstanding loans totalled $35,632,000. 


The following is a summary of the income and expense of the Commission for the 
past two years: 
Year ended March 31 


1966 1965 


Income— 
Sales Of, OWED ts nt So cioersaowssoet are ceierroees Mebane «Eton seeranh pieicters $ 3,320,000 $ 3,111,000 


Income arising from construction, maintenance and operation of 


facilities for government departments and others ................ 1,037,000 966,000 
SEN [stoi iat 0st: a EEN eR ME de. Mame en lain ere aoe oG.0 cate ctot ued 733,000 734,000 
Miseellane Gus a. scree crotch ote Sie ceca Sees ee ea a ete 209,000 205,000 

5,299,000 5,016,000 
Expense— 

Operating and tmaimbtenances acer cites cee oreletcre eee eke erereretetotaie arate 3,104,000 2,887,000 
Accdiministrativeiee.. sind BOR ees Se ree ee ae ere 321,000 301,000 
Interest on advances from the Government of Canada ............ 731,000 751,000 

Depreciation (equivalent to repayment of principal of advances 
from. thes Government, of Canada) mere ate tien ein rere ieee 575,000 549,000 
4,731,000 4,488,000 


NGty INGOMC! ont. ties che Sack och eh ecrens ees ae eae eee ee ee ee $ 568,000 $ 528,000 
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The increase in income from sales of power was due mainly to the revenue derived 
from the new hydro-electric plant on the Taltson River which commenced operating in 
October 1965. 


Operating and maintenance expenses increased because of salary increments, an 
increase in the tax on diesel fuel and the initial operating costs of the new Taltson River 
plant. 


210. Northern Ontario Pipe Line Crown Corporation. This Corporation was estab- 
lished by the Northern Ontario Pipe Line Crown Corporation Act, 1956, ¢.10, for the 
purpose of constructing the Northern Ontario section of the all-Canadian natural gas pipe 
line and leasing it (subject to approval by the Governor in Council) to Trans-Canada 
Pipe Lines Limited, with an option to purchase. 


In due course the pipe line was constructed and leased with an option to purchase. 
The option was exercised and sale of the Northern Ontario section of the all-Canadian 
natural gas pipe line to Trans-Canada Pipe Lines Limited was completed on May 29, 
1963. The purchaser assumed responsibility for the negotiation and settlement of all claims 
then outstanding and of any other claims which might arise in the future. Upon receipt 
of payment the Corporation discharged its liability to the Government of Canada for out- 
standing loans and interest accrued thereon, and was left with a surplus of $694,000 of 
which $690,000 remained on deposit with the Receiver General at the close of the Corpo- 
ration’s financial year on December 31, 1965. Action is now being taken to wind up the 
affairs of this Corporation. 


211. Northern Transportation Company Limited. This Company is a wholly-owned 
subsidiary of Eldorado Mining and Refining Limited. Northern Transportation Company 
(1947) Limited was incorporated as a private company by letters patent dated Novem- 
ber 27, 1947 under the provisions of the Canada Corporations Act, R.S., ¢.53, to take over 
the business of a predecessor company which had been incorporated under a Province of 
Alberta charter in 1934 and whose shares had been acquired when the capital stock of 
Eldorado Mining and Refining Limited was expropriated by the Crown in 1944. The 
corporate name was changed to Northern Transportation Company Limited by supple- 
mentary letters patent dated August 19, 1952. 


The Company is authorized by its letters patent to carry on a general transportation 
business by land and water throughout Canada and elsewhere. Although the head office 
of the Company is in Ottawa, administrative headquarters are in Edmonton and activi- 
ties have been almost wholly confined to the Mackenzie River water system and the 
Western Arctic. 

On April 29, 1965 the Company acquired all the capital stock of three companies, 
Yellowknife Transportation Company Limited, Arctic Shipping Limited and Decury 
Supply Limited for $1,630,000 and discharged mortgages and certain other liabilities of 
these newly acquired subsidiaries amounting to $1,093,000. 
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The equity of Eldorado Mining and Refining Limited in the Company at Decem- 
ber 31, 1965 was $7,397,000 comprising capital stock of $152,000, a reserve for insurance 
of $1,250,000 and surplus of $5,995,000. 


Two cargo vessels, sixteen tugs and one hundred and fourteen barges were operated 
in 1965, an increase of one cargo vessel, six tugs and fourteen barges over the number 
operated during the previous year. Although the volume of business rose substantially, 
the net income from operations increased by only $16,000. The consolidated result of 
operations of the Company and its subsidiaries for 1965 compared with that of the Com- 
pany for 1964 follow: 


Year ended December 31 
1965 1964 
Income— 
Freight earnings ie PLO TEE Sets Sek ee cae SS 000 $ 3,074,000 
Expense— 
Operations and maintenance: 
Salaries’ aiid: - Wakes. . se us side Ale dole stam ecttbns bate eeotac ei tnterate sirens 1,296,000 871,000 
Repairs and maintenance ..........--seeee seer sees eee e ee eeerees 769,000 411,000 
Depreciation’ cede (03 oie tet nee oh bea ee eee ae ch oe 633,000 222,000 
ima Eniol Jhbloyw(eaioNns 4 aomanoeooccouBecoccs ono conoUCesnc caaunoUse 299,000 179,000 
Messing “expense® £6.) sinc ci ae Hautes detied tolerate stoves.» Mieankel atrumiwinten #73 204,000 136,000 
Other: cc iden cesaskegh Stems. <keesrateetae ys sacase tic eid capa uatl tae he eeoeh bn kiocu 368,000 171,000 
3,569,000 1,990,000 
WNelesubaiasehnnde) oe aus oath a Gobn Sw ocURadotoe Conge oud DOsoamOuN 474,000 265,000 
4,043,000 2,255,000 
Net) income) from sOPELAblOMS) Pysrreysiteiite tetera etek ieicre hater tort ier 835,000 819,000 
IMGEOSMENACO OR WKN 2. ooqadhondoonoocHou coun onnuoen apo souc ONO eC 86,000 170,000 
921,000 989,000 
Provision tom imcome stax een ceric errnaensies terete telerke terres 473,000 472,000 
Incie bbavetejoot ney wees ene Guide Poe SOARES Go acoso mo pdoosemcouseueuodes $ 448,000 $ 517,000 


Consolidation of the operations of the newly acquired subsidiaries with those of the 
Company was the main reason for the increase of $1,804,000 in freight earnings for 1965 
over the preceding year. However, additional revenue was derived from the movement of 
oil drilling equipment to Richards Island and various other locations along the Mac- 
kenzie River and a general increase in south-bound traffic. 


Salaries and wages increased $425,000 due mainly to the commissioning of a cargo 
vessel and the acquisition of the fleet of the subsidiary companies. Repairs and mainte- 
nance increased $358,000 due to large expenditures incurred to bring the equipment of the 
subsidiaries up to the standards of the parent Company. Depreciation increased by 
$411,000 mainly as the result of a provision of $134,000 on the new cargo vessel and the 
inclusion of $267,000 provided on the assets of the newly acquired subsidiaries. All other 
major expense classifications increased significantly because of the greatly expanded 
operations resulting from the acquisition of these subsidiaries. 
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Miscellaneous income decreased $84,000 which is more than accounted for by a 
reduction of $86,000 in interest due to utilization of $2,250,000 in short-term deposits for 
the acquisition of the subsidiary companies. 


212. Park Steamship Company Limited. This Company was incorporated in 1942 
under the Canada Corporations Act, R.S., c. 53, for the purpose of supervising the opera- 
tion of Crown-owned cargo vessels. The “Park Fleet” was sold in 1946-47 and since 
then the transactions of the Company have been confined to the settlement of occasional 
claims for compensation by seamen for injuries sustained during previous service. The 
transactions were handled by staff of the Canadian Maritime Commission. 


Claims for compensation ceased a number of years ago and in our previous Reports 
we have suggested that the Company’s charter be surrendered. On January 6, 1965 the 
Governor in Council authorized the Company to be wound up and the Crown to assume 
the lability for possible claims. In compliance with an agreement dated October 1, 1965 
between the Company and the Department of Transport, the Company ceased business 
and the assets of the Company were taken over and the liabilities were assumed by the 
Department as from that date. The application for surrender of the charter was accepted 
by the Secretary of State who fixed June 27, 1966 as the date upon which the Company 
was dissolved. 


213. Polymer Corporation Limited and subsidiary companies. Polymer Corporation 
Limited was incorporated in 1942 under the Canada Corporations Act, R.S., c. 53, pur- 
suant to the provisions of section 6 of the Department of Munitions and Supply Act, 
1939, c. 3. The Company produces synthetic rubbers and chemicals. Head office of the 
Company is in Sarnia, Ont. At December 31, 1965 there were three wholly-owned sub- 
sidiaries: Polysar Belgium N.V., Polysar Nederland N.V., and Polysar International $.A., 
and one subsidiary, Polymer Corporation (SAF), in which the parent Company held a 
95% equity. In addition, the Company’s investment as a minority shareholder in com- 
panies in Mexico and South Africa amounted to $4,297,000 at December 31, 1965 com- 
pared to $2,784,000 at the end of the previous year. 


The equity of the Crown in Polymer Corporation Limited and its subsidiary com- 
panies at December 31, 1965 amounted to $96,245,000, consisting of capital stock of 
$30,000,000 and retained earnings of $66,245,000. During the year dividends of $4,500,000 
were paid to the Receiver General compared with $4,000,000 in 1964. 


Net additions to fixed assets during the year amounted to $6,782,000. Major 
expenditures included additions at Sarnia to the stereo plant, the research building, the 
co-polymer unit, the resin facilities and improvements to the administration building. 
These expenditures were financed by the Company without the need of a parliamentary 
appropriation. 

Long-term liabilities totalling $21,519,360, payable in foreign currencies over the 
years 1966 to 1977, comprised: F-fr. 29,100,000 ($6,390,360), B.fr. 450,000,000 
($9,729,000), and U.S. $5,000,000 ($5,400,000). 
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The following is a summary of the operations of the Company and its subsidiaries 


for the past two years: 
Year ended December 31 


1965 1964 

Income— 
Shalisin» aqalacca teva deisdiiec képign inst Aceh a Re mete yee een memos $ 116,709,000  $ 113,864,000 
Ofer WNCOMe a5 <e6 Goce ae ace np eo sor we nines ote erred 794,000 427,000 
117,503,000 114,291,000 

Expense— 
Cloest Wtf SALES ecckie thle ns Sieg ate whee momma sac crs em nae ee 95,394,000 92,288,000 
Selling, administrative and research expenseS .....-.++-+++++- 9,194,000 8,268,000 
104,588,000 100,556,000 
Net income before provision for income tax ..........seeee 12,915,000 13,735,000 
Provision for Income) tax essere etaet tae rks a teelci imine test sis 2,584,000 4 293,000 
Net income before minority shareholder’s interest ........-. 10,331,000 9,442,000 
Minority shareholder’s interest ......-..eseeee eee cece cence ees 28,000 (8,000) 
UN esha (0s 701 ae ee ee ernie oe Aeerioumcanecmead on $ 10,303,000 $ 9,450,000 


The increase in sales was achieved during a period of rapid growth in the synthetic 
rubber industry in many countries which resulted in greater competition and a decline 
in the price structure. Contributing factors to the increase in cost of sales, and selling, 
administrative and research expenses were the larger volume of sales, initial high 
production costs of new products and products from new facilities, and increased activity 
in research and development. In computing taxable income, the Company has claimed 
the maximum capital cost allowance permitted under the Income Tax Act and, as a 
result, payment of income tax totalling $4,710,000 has been deferred until future years 
when depreciation charges may be in excess of capital cost allowances. 


214. The St. Lawrence Seaway Authority. Established by the St. Lawrence Seaway 
Authority Act, R.S., ¢.242, the Authority maintains and operates the Canadian section of 
the 27-foot deep waterway between the Port of Montreal and Lake Erie. The section of 
the Seaway in the United States is operated by the Saint Lawrence Seaway Development 
Corporation. Toll revenues derived from the operation of the St. Lawrence Seaway are 
divided between the two Seaway entities in accordance with an agreement approved 
by the Governments of Canada and the United States. 


The Authority also operates non-toll canals at Lachine, Que., Cornwall, Ont., and 
Sault Ste. Marie, Ont., the net operating cost being provided for by annual parliamentary 
appropriations. 


The Authority is a corporation consisting of a president and two other members. 
Its head office is at Ottawa, with operating headquarters at Cornwall, Ont., and regional 
headquarters at St. Lambert, Que., and St. Catharines, Ont. 


CROWN CORPORATIONS 


Capital assets transferred from Department of Transport (Welland 
LANES een, ee ee ne a ee ee 
Loans under section 25 of the Act— 


PU ereresCd ere eet RT TR eee ce a SRS. $ 326,700,000 
Prey HOR Wee ee ee tte Beton. Sv sels. ec ee 52,500,000 
Interest on loans—deferred 


S)@) 9) ¥/ 8) 8.9.0 0) 0:19; 8) 0: ,0|(al 6! 16,4) @) 4), 9 6. 0.160, ©) 10.67.66 6 68 6. e8 


Deduct: Deficit 


She een aus SES Meuse re Lee. 0\18\16)(6' 68. -0'le im, 606 6: ie (66) @10 © 6-6 8 6)\.ne2 @ wee 6 


$ 130,717,000 


379,200,000 
45,145,000 


555,062,000 
42,199,000 


$ 512,863,000 


Year ended December 31 


1965 1964 
Income— 

AN Ria ae Rar et a GV NARS AS RE as Zo Bosak viah cov given obo) gaan $ 15,480,000 $ 13,544,000 

The Seaway International Bridge Corporation, Ltd—net income .. 165,000 199,000 

CONS eB BLE Lhe RES Ris Bi oR le Sa a ce 1,203,000 1,307,000 

16,848,000 15,050,000 
Expense— 

WIOeTAION EAI MeO INERT ANCE hg isas.e.5 i: of» ofhdbo? #0 nos oa anavaca tie ou 4 10,348,000 7,895,000 

Ree Proto QlMIMIeLALION 2. eso. se caeceedu ov ieee ci cabecrecues 961,000 741,000 

Pea uarhersamdnowisivation. such Wild soe es 0s vided ae pf le adas 1,473,000 1,274,000 

SEES Td ea Se OS 1 Ae a eee at ee ee ee an en. Seen a 1,160,000 833,000 

13,942,000 10,743,000 
Less portion allocated to: 
SLAG US ERS AACE Cn er ie toy a oo i oa 370,000 355,000 
mr Olietrachiona des cays) oi. af, serene ory, dy ote tend bed Shi aL 1,158,000 785,000 
1,528,000 1,140,000 
12,414,000 9,603,000 
Net operating income before providing for interest and for replace- 

Poent OGwMnasnipeRy: and. EQUIPMENbe is), s,s iesiesedese celles eccdc vs eves 4,434,000 5,447,000 
Interest on loans from Government of Canada .............e0ee00% 15,824,000 18,064,000 
Provision for replacement of machinery and equipment ............ 882,000 865,000 

16,706,000 18,929,000 

On re meee Se at SURRAS, Pon tee ae ss oh et castoo ten eee 12,272,000 13,482,000 

Deduct: 

Reversal in 1965 of provision for replacement of machinery and 

Beiupnientaorine., Welland Canal’ sso .i0% oh eat. ee es — 408,000 
Welland Canal operating deficit recovered from parliamentary 

ASOLO DE OMS ee wee rae ies Arete ck eiskcus « bosseceitatniotu sis taesiiske snore kes 8,175,000 7,994,000 

8,175,000 8,402,000 

Deficit—Montreal-Lake Ontario Section ............ceccseseeeceeees $ 4,097,000 $ 5,080,000 
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The Crown’s equity at December 31, 1965 is shown on the Authority’s balance sheet 
as follows: 


The following is a summary of the income and expense of the Authority for the past 
two years: 


The extent by which revenues again fell short of meeting operating expenses, 


interest charges and provision for replacement of machinery and equipment in the 
Montreal-Lake Ontario Section of the Seaway is shown in the following summary of 


| 
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the operating results for the year compared with the preceding year together with the 
cumulative operating results from the opening of the Seaway in 1959. It should be noted 
that the figures include no provision for repayment of the capital indebtedness of 
$326,700,000 in respect of the Montreal-Lake Ontario Section which the St. Lawrence 
Seaway Authority Act requires to be paid out of earnings by December 31, 2009. If this 
obligation is to be met, revenues over the 44 years from 1966 to 2009 must average over 
$22 million annually on the basis of 1965 costs. The revenues for 1965 were $6 million 
short of meeting this requirement. 


Year ended 
December 31 Cumulative to 
1965 1964 December 31, 1965 
As | Pe tn ren eae TR Ri ear eR Ru ee 3 $ 15,480,000 $ 13,544,000 $ 71,017,000 
Other! income: ciccn iis ot ore cities widen e mee eet rani ferkacees 570,000 565,000 2,498,000 
16,050,000 14,109,000 73,515,000 
Expenses of operation, maintenance and administration 3,513,000 3,287,000 18,498,000 
Net. operating sprofit, 2.05 cen eee nace Seance ecenies 12,537,000 10,822,000 55,017,000 
Ibiraiecin dont lorie: noanannuaduacducoseUnOUooDOoouaconGC 15,752,000 15,445,000 91,291,000 
Provision for replacement of machinery and equipment _ 882,000 457,000 5,925,000 
16,634,000 15,902,000 97,216,000 
1B) Sits: | ee CE INS Da om. nomacc eu cooy ou nao Good Sc $ 4,097,000 $ 5,080,000  $ 42,199,000 


Revenues on the Montreal-Lake Ontario Section for the seven full navigation seasons 
the Section has been open have amounted to $74 million compared to the $95 million 
which the Tolls Committees in 1958 anticipated would be earned during that period. 

With the opening of the Seaway in 1959 the operation of the Welland Canal became 
a responsibility of The St. Lawrence Seaway Authority. Tolls intended to finance this 
operation had never proved sufficient to meet operating costs. By a decision of the Govy- 
ernment the tolls were suspended in 1962. In 1965, Parliament approved the reimburse- 
ment to the Authority of the $27 million deficit accumulated as at December 31, 1964 and 
indicated its intention to appropriate funds to cover the future operating losses of the 
Canal on a year-to-year basis. Borrowings were converted to interest-free loans. The fol- 
lowing is a summary of the operating results for the past two years: 


Year ended 


December 31 
1965 1964 
Expenses of operation, maintenance and administration ............ $ 8,901,000 $ 6,316,000 
Sundry “income sae mete cian. ere arte imine pee eta ieee gees a 798,000 941,000 
Net soperating) slossia epee nobt tira anc ie eet 8,103,000 5,375,000 
imperest on LOANS: (uc. cac ccie cceie cekeiyetoeals mic lore sae clare) oe rennet Renata ater 72,000 2,619,000 
Deficit recovered from parliamentary appropriations ............... $ 8,175,000 $ 7,994,000 


The accumulated deficit of $27,073,000 at December 31, 1964 was recovered in 1965 
from Department of Transport Vote 107, and the $8,175,000 deficit for 1965 was re- 
covered in 1966 from Department of Transport Vote 107. 


Interest-bearing loans of $21.8 million were converted during the year to interest-free 


loans and additional interest-free loans of $13.2 million to cover capital expenditures of 
the Authority on the Welland Section were obtained. 


CROWN CORPORATIONS 177 


The agreement made in 1959 between the Authority and the Saint Lawrence Seaway 
Development Corporation established a joint tariff of tolls for the St. Lawrence Seaway. 
The agreement provided that the division of tolls revenue derived from the operation of 
the Montreal-Lake Ontario Section of the Seaway would be initially 71% to the Authority 
and 29% to the Corporation, provided, however, that these percentages would be adjusted 
from time to time so that the Authority and the Corporation would receive a portion of 
the tolls in the ratio of their respective annual charges for operation, maintenance, interest 
and retirement of debt to their combined annual charges in respect of that portion of the 
Seaway. 

Calculations made in 1963 indicated that the Authority should be receiving more than 
71% and it sought a revision in the toll-sharing ratio. Calculations made on the basis of 
1965 costs indicated that the Authority should be receiving 72.65% of the tolls and the 
Corporation, 27.35%. Negotiations were concluded in 1966 and the Authority and the 
Corporation agreed that, notwithstanding the provisions of the 1959 agreement that each 
entity would receive a proportion of the tolls in the ratio of their annual charges to their 
combined annual charges, the tolls would be divided 72% to the Authority and 28% to 
the Corporation, effective for and from the 1967 navigation season through the 1971 season 
and thereafter subject to review and further adjustment at the request of either party. If 
the tolls revenue for the 1965 season had been shared on the basis of the adjusted per- 
centages, the Authority’s portion would have been greater by $218,000. 


Under the 1959 agreement, the Authority and the Saint Lawrence Seaway Develop- 
ment Corporation were to report to their respective Governments by July 1, 1964 on the 
adequacy of the tariff of tolls to provide sufficient revenue to meet their operating costs 
and financial obligations. However, the Governments of Canada and the United States 
agreed to defer the date on which the entities were to report from July 1, 1964 to J uly 1, 
1966. The Governments agreed that the joint review of the tariff of tolls should be con- 
tinued and that, at the conclusion of the two-year extension, tolls proposals were to be 
related as realistically as possible to the financial requirements of the Seaway entities. 
Subsequently the Governor in Council approved an extension of the deferment of interest 
on loans from the Government of Canada for a further two-year period ending Decem- 
ber 31, 1966, with payments to start on December 31, 1967. Interest so deferred amounted 
to $45,145,000 at December 31, 1965. 

Both the Canadian and American Seaway entities have reported to their respective 


| Governments the level of tolls they believe to be necessary to meet their operating costs 


and financial obligations. However, no change in the tariff of tolls has yet been announced. 


The costs of operating and maintaining the canals and works under the administra- 


tion of the Authority are defined in section 16 of the St. Lawrence Seaway Authority 
_ Act as including all operating costs of the Authority and such reserves as may be 


approved by the Minister. The Authority is of the opinion that it is not necessary 
to include depreciation as an element of operating and maintenance cost and that the 
required amortization over the fifty-year period of the principal of the amounts borrowed 
together with interest meets the requirements of this section. Accordingly, no provision 
for depreciation has been included in the costs of the year. 
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As in previous years, provision was made during the year towards the cost of re- 
placing lock, bridge and building machinery and equipment of the Montreal-Lake 
Ontario Section. However, the basis for calculating the provision was changed retro- 
actively from a cost basis to an estimated replacement cost basis. This resulted in a 
charge to Deficit of $2,199,000 representing the additional provision with respect to the 
years 1959 to 1964. The provision for 1965 on this basis amounted to $882,000, bringing 
the accumulated provision for replacement of machinery and equipment at December 
31, 1965 to $5,766,000. 


No provision was made in 1965 for replacement of machinery and equipment for 
the Welland Section, and the accumulated provision for past years, $2,131,000, was 
reversed and credited to Deficit. 


The following items dealt with in our 1965 Report still remain unsettled: 


(a) In 1956 an arrangement was made between the Authority and three municipalities’ 
whereby the municipalities would contribute $250,000 towards the cost of extending 
the collector sewer which was then being constructed as the main part of the Authority’s 
remedial works on the south shore of the St. Lawrence River. In 1961 two of the 
three municipalities passed official resolutions to accept the 1956 proposal and to share 
in the $250,000 contribution. The sewer extension was completed in 1963 at a cost of 
$480,000 and the municipalities were billed in February 1964 for their contribution. 
No payment has been received by the Authority from the municipalities, two of which 
are said to be under trusteeship of the Province of Quebec because of financial difficulties. 

(b) The Beauharnois Canal, constructed by the Beauharnois Light, Heat and Power Com- 
pany, was conveyed to the Crown in 1932 with the Company, which has since been 
taken over by the Quebec Hydro-Electric Commission, retaining responsibility for 
certain operating and maintenance expenses of the Canal. The Canal became part of 
the St. Lawrence Seaway in 1959. The Authority has not been reimbursed its main- 
tenance expenses on the Canal since 1962 as the Commission takes the stand that it is 
not responsible for these costs because of provincial legislation passed in 1962 which 
dissolved the Beauharnois Light, Heat and Power Company. Settlement of the issue 
continues to rest with the federal and provincial governments. 


The following table summarizes for the past two years the expense, income and capi- 
tal expenditure relating to the non-toll canals operated or administered by the Authority: 


Year ended December 31 
1965 1964 
Expense— 
Operation and maintenance ..........eee cece eee e erent tere eeceees $ 1,620,000 $ 1,837,000 
Grants im Hew of municipal) taxes” f...ccrisne cs ome ea tees: 246,000 421,000 
Portion of Authority’s administration and engineering expenses 
applicable to non-toll canals ........c cece cere rere ee teeeeeees 370,000 355,000 
2,236,000 2,613,000 
Income from rentals, wharfage, etc. ..........e.cc cece eee c eee eeees 628,000 635,000 
Operating “dettcrt "oss. coe toe aeons aot sere teatro ae aie iain manrate termi eteuare= 1,608,000 1,978,000 
Capital vexpenditure’ «»:Leceeis. 22% Sage Abs a ae eee 83,000 303,000 


Operating deficit and capital expenditure recovered from parliamen- 
tary -ADPrOPTiatiONs ». is <a.daemo eal acd es btn: ee ee ae ree $ 1,691,000 $ 2,281,000 
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The decrease of $377,000 in expense for 1965 was due mainly to reductions of $17 5,000 
in grants paid to municipalities in lieu of taxes, of $104,000 in major maintenance expense, 
and of $67,000 in salaries and employee benefits. 


Properties transferred in 1959 from the jurisdiction of the Department of Transport 
to that of the Authority included “that portion of the Ontario-St. Lawrence Canals re- 
maining in service after the flooding of the pool above the power dam at Cornwall”. No 
former canal remains in service above the dam, but the Authority, for the convenience of 
the Department, administers certain properties above the dam and charges the expendi- 
tures incurred to the appropriation provided to the Authority for the operation of the 
non-toll canals. The major expenditure, amounting to approximately $6,000 annually, is 
for grants paid to three municipalities in lieu of taxes. 


The Public Accounts Committee examined the annual financial statements of the 
Authority for the years ended December 31, 1963 and December 31, 1964, discussing these 
with the President and senior officers of the Authority on May 10, 1966. In its Third 
Report 1966 the Committee reported to the House on June 28, 1966 as follows: 


This was the first occasion on which the Committee has had members or officers of the 
Authority before it as witnesses and the members of the Committee are now much more 
familiar with the operations of The St. Lawrence Seaway Authority and appreciate very 
much the considerable amount of information which was given to them by the witnesses. 


The Committee was pleased to learn that the Authority enjoys good relations with 
departments of government and is satisfied with the organization of its finances notwith- 
standing the fact that revenues have been less than anticipated, thus preventing the Authority 
from meeting all its obligations in its first six years of operation. 

The Committee learned from the Authority that it was optimistic that, provided 
anticipated increases in traffic and tolls materialize, it would be able to meet its financial 
obligations without subsidy or other relief. 


The Committee was concerned to learn of the transaction which is referred to in 
paragraph 125 of the Auditor General’s 1965 Report which involved a piece of property 
expropriated in 1955 with the expropriation being abandoned early in 1956. Subsequently, a 
96,000-barrel fuel oil storage tank was constructed on the land and there was a trespass on 
Crown property when an oil pipeline was laid across it to a dock without obtaining an 
easement. No action was taken concerning the trespass and the property, which apparently 
is essential to the eventual construction of all-Canadian Seaway, was purchased in April 
1964 for $282,000, which included $132,000 for the oil storage tank. 

The Committee has asked a subcommittee to inquire into this transaction and will 
report further when the report of the subcommittee is received. 

The Committee was also concerned to learn that there had been an overpayment of 
$130,000 in grants in lieu of taxes to the City of Cornwall over a period of five years, but 
it was advised that recovery would be made in five equal instalments from future grants 
in lieu of taxes. The Committee felt that the error of including one piece of land twice in the 
calculation of grants in lieu of taxes should have been detected and corrected much earlier and 
was pleased to have the assurance of the Authority that a survey had been made and that 
no other similar cases existed. 


215. The Seaway International Bridge Corporation, Ltd. This Corporation was in- 
corporated in 1962 under the Canada Corporations Act, R.S., c. 53, pursuant to section 
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4a of the St. Lawrence Seaway Authority Act, RS., c. 242, as a subsidiary of The St. 
Lawrence Seaway Authority for the purpose of operating and managing the international 
toll bridge between Cornwall, Ont., and Rooseveltown, N.Y., on behalf of the owners, 
The St. Lawrence Seaway Authority and the Saint Lawrence Seaway Development 
Corporation (a United States Government corporation). The Seaway entities have 
an equal interest in the assets of the Corporation and each has four representatives on the 
Board of Directors. 


Under the terms of the bridge operating agreement between the Authority and the 
Saint Lawrence Seaway Development Corporation, the annual income from operation 
of the bridge system, after payment of operating expenses, is to be applied first towards 
the amortization of the cost of the North Channel Bridge, together with interest, after 
which the balance of the income is to be divided equally between the Seaway entities. 


The following is a summary of the Corporation’s operations for the past two years: 


Year ended December 31 
1965 1964 

Income— 
Bridge “tote? Ghe ie Lia Ue sete eae otto otinrelerpinte 2 teers alr $ 381,000 $ 371,000 
Obler ce er ae mre ee ne otetoneny 14,000 15,000 
395,000 386,000 

Expense— 
Salaries, wages and employee benefits ...........++eeree eect erees 135,000 119,000 
Maintenance materials and ServiCOS ....-. eee cee tere eee rete teees 25,000 11,000 
Advertising... cess sascae peace +s Weems see eae ins tase eae 22,000 9,000 
Rental of toll collection machines ............eeese see teeeeree 13,000 13,000 
Grant in lieu of municipal taxes .........---.se cere eee treet eee 13,000 11,000 
Otlers 6 ce ae re ecko Shot pander acere aaenerdy tokers 22,000 24,000 
230,000 187,000 
Net income—transferred to The St. Lawrence Seaway Authority .... $ 165,000 $ 199,000 


The amount of $165,000 was transferred to The St. Lawrence Seaway Authority 
to be applied towards the amortization of the cost of the North Channel Bridge, together 
with interest, leaving an unamortized balance of $9,433,000 at December 31, 1965. The 
amount transferred did not cover the interest charges of $458,000 for the year on the 
indebtedness of the Authority with respect to the North Channel Bridge. 
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Departmental Operating Activities 


216. Our Reports for several successive years have pointed out that although the 
Financial Administration Act requires that Crown corporations prepare specified state- 
ments of accounts annually, there is no statutory direction respecting the preparation of 
appropriate financial statements by departments and non-corporate agencies engaged in 
trading or servicing activities. Ordinarily, reporting has been limited to the inclusion of 
the revenue from such activities among the other items of revenue in the Public Accounts, 
while the expenditure reporting has been associated with the relevant parliamentary 
appropriations. Where Parliament has authorized the provision of revolving funds for 
the purpose of acquiring and managing stores, etc., statements summarizing the trans- 
actions relating to these advances are also included in the Public Accounts. 


Our view, expressed annually for a number of years, is that clearer information 
concerning the actual financial results of departmental trading and servicing activities 
should be provided to Parliament. Without necessarily disturbing the bases of reporting 
presently followed, we have stressed the desirability of including in the Public Accounts, 
financial statements for the various activities showing the overall results of operations 
clearly and concisely. The statements contemplated would be on the accrual basis and 
include charges for the amortization of building and equipment costs, interest on funds 
employed, the value of services provided without charge by other departments, etc. Their 
form of presentation should enable a reconciliation to be made between the operating 
results on this basis and those recorded on the cash basis. Also contemplated is the prepa- 
ration of balance sheets to show the year-end financial position of the activities. The 
Audit Office would be prepared to examine and certify such statements. 


The Public Accounts Committee has supported this view. In its Fourth Report 
1963 the Committee reiterated the belief previously expressed that “it would be desirable, 
in order that Members have a clear understanding of the true financial results of depart- 
mental trading and servicing activities, were overall financial statements reflecting these 
activities to be included in the Public Accounts provided this can be done without undue 
cost or staff increases”. At the same time the Committee requested us “to continue to 
keep the development of this objective under close surveillance and to report thereon to 
the Committee in due course”. (See Appendix 1, item 2.) 


The Royal Commission on Government Organization pointed out that the appropria- 
tion accounts kept on a cash basis do not adequately reflect the financial results of the 
operating activities carried on by many departments. The Commission recommended that 
the financial results of departmental operating activities be prepared and presented in a 
more informative manner, not only to assist Parliament but also to aid management in 
the control of its costs. The Commission also referred to advantages to be gained from the 
greater use of revolving funds for the financing of operating activities. It regarded 
business-type budgeting and reporting, including balance sheets, as natural corollaries of 
an operating fund system. 


As a result of the Royal Commission’s comments a study of the use of revolving funds 
in government service was undertaken. In April 1966 the Treasury Board issued a policy 
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statement on the establishment and use of revolving funds—to be known thereafter as 
“working capital funds’—and one type singled out involved those providing for the carry- 
ing out of a definite activity or program. Departmental managements were requested to 
snform the Board of circumstances where financing by a working capital advance would 
be advantageous. It was pointed out that the accounting system for an activity or program 
so financed should incorporate all costs associated with it, with common service costs to 
be included as memo items when no charge is made. The Board also stated that an annual 
report would be required in respect of each working capital advance including, where 
appropriate (a) a balance sheet, (b) a statement of operations, compared with the budget, 
and (c) a statement of the disposition of the surplus or deficit. As the intent is to publish 
this information in the departmental sections of the Public Accounts, implementation of 
the program should represent a long step towards reaching the objective which we have 
been advocating, with the support of the Public Accounts Committee. 


The paragraphs which follow illustrate how a number of the larger departments and 
agencies involved in trading or servicing activities have already reached or are progress- 
ing towards the development of financial statements along the lines indicated. 


217. Agricultural Products Board. This Board operates under the authority of the 
Agricultural Products Board Act, R.S., ¢.4, and consists of a chairman and two members 
appointed by the Governor in Council. The Act empowers the Board, under the direction 
of the Minister of Agriculture and subject to approval of the Governor in Council, to 
buy, sell, or import, and to store, transport or process agricultural products. The Agri- 
cultural Products Board Account was established in the Consolidated Revenue Fund in 
accordance with section 5 of the Act and all financial transactions of the Board are 
recorded in this Account. The Board’s activities are administered by personnel of the 
Department of Agriculture and the members of the Board also serve on the Agricultural 
Stabilization Board. 


The proprietary equity of the Government of Canada at March 31, 1966 was $10,000, 
represented by an inventory of 50,000 pounds of Sudan Sorghum Hybrid seed, at cost, 
$9,000 and accounts receivable, $1,000. 

A summary of the results of operations for the past two years follows: 


Year ended March 31 


1966 1965 

SO nn so oe ene 8 MRS re, nr Ace sb COS HT c $ 9,187,000 $ 2,505,000 
Cost of sales— 

Inventory asat. Amrily 10s anne sake iers tea eee cede 747,000 453,000 

Purchases ce oe oe eee Se treo eae Bote ait sion erator ehecnemeretoners 9,928,000 3,026,000 

Storage: andeprocessine Merri ee eee eee rae ta cet 60,000 71,000 

IMiesiedey Chater: Chavol UiehaCllbine Sooo oonase nde GqQoo be bodes n0% 41,000 2,000 

Repackane ss les ates rotiac Gee aretciee orem cere ee NOT CR RaNGD ements 39,000 — 

10,815,000 3,552,000 

Wess= Inventory, as) ab i Mlarel cdl ee ere iene tre errs take teers 9,000 747,000 

10,806,000 2,805,000 


Net. loss. Ons csailes so cicusspne els onnt as Cte. ations Gs ene eee 1,619,000 300,000 
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Year ended March 31 
1966 1965 
Estimated cost of major services provided without charge by 
government departments— 

SRiLeresC GM. WOrktire SCADIGL® ons os Ss cues ich scudsuneucwasavn $ 79,000 $ 39,000 
PADCOUUEIIIS OPV ECCS UPL 5 2 5 ii inl Gk Folate core 10 0 He tavern alana loanowie 10,000 2,000 
PACE ted ee ANE OCD MUI Ee te i fe. acy @ 4/8 bw gle Some aha 5,000 5,000 
94,000 46,000 
PH MUROP SUNT REE OE OORT 20 os ol eyepe,Soockcn Sie t.8 #2 dig usa s de aiieed-w vrs $ 1,713,000 $ 346,000 


An analysis of the loss, by commodities, excluding cost of services provided by other 
government departments, follows: 


Loss 

(Profit) 

Sales Costs on sales 

Site ie OW GEl Mee Myeta terns crea cité crac cine cs e'sae oes $ 5,519,000 $ 6,420,000 $ 901,000 
Devan Ole wri l kamen eget os erties s:fucte apc. cess ees biaiaase « 2,091,000 2,614,000 523,000 
IDIAY, COBSSIIA, ok cid 5 SH RA cere re ii 800,000 875,000 75,000 
Evaporated and condensed milk .................. 480,000 549,000 69,000 
IDaiaGl aetoley GISaSe y Se RBS ioe o Hoe eonen Cone ne 292,000 344,000 52,000 
Sudanmisorghum Hybrid ‘seed! -).5....0.0-sness5--e 5,000 4,000 ( 1,000) 


$ 9,187,000 $ 10,806,000 $ 1,619,000 


The net loss of $1,718,000 was met to the extent of $1,619,000 by funds provided by 
Department of Agriculture Vote 17, and to the extent of $94,000 by government depart- 
ments which provided major services without charge. 


218. Agricultural Stabilization Board. The Agricultural Stabilization Board, consist- 
ing of three members appointed by the Governor in Council, was established by the Agri- 
cultural Stabilization Act, 1957-58, c.22, and has the responsibility for stabilizing prices of 
agricultural commodities at levels bearing a fair relationship to their cost of production. 
Stabilization measures take the form of either the purchase of commodities at prescribed 
prices, or payment to producers of amounts by which prescribed prices exceed those 
determined by the Board to be the average prices at which commodities are currently 
being sold, or payments to processors for the benefit of producers. The Agricultural Com- 
modities Stabilization Account established in the Consolidated Revenue Fund finances 
the activities of the Board. The net operating losses on the operations of the Account and 
administration expenses of the Board are met out of moneys appropriated by Parliament 
for the purpose. 

The proprietary equity of the Government of Canada at the year-end was $5,426,000 
represented by inventories, consisting of 9,796,000 pounds of butter, at cost, $5,302,000 
and 1,533,000 pounds of pork, at estimated market value, $271,000, offset in part by 
advances from customers and accounts payable, etc., aggregating $147,000. 

Increased domestic demand has reduced the stocks of butter by 34.8 million pounds 
from the 44.6 million pounds held on March 31, 1965. The inventory of pork decreased 
_ by 2.1 million pounds from 3.6 million pounds as a result of the sale of canned hams to 
| the trade during the latter part of the year. 
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The results of the Board’s activities for the year ended March 31, 1966 are sum- 
marized as follows: 


Trading operations— 


Cost of products sold .........:eeeeee cece see eeeerecceres $ 70,382,000 
Revenue from saleS ........ceseeeeeeseeesnceeeetsceeccces 68,073,000 
Net loss on trading operations ........-.se+eeeeeeeeeeee $ 2,309,000 
—by commodities— 
Sales Cost of sales Net loss 


Butter ...$ 57,786,000 $ 58,629,000 $ 843,000 
Cheese ... 9,780,000 10,846,000 1,066,000 
Pork: 7: 507,000 907,000 400,000 

$ 68,073,000 $ 70,382,000 $ 2,309,000 


Deficiency payments— 


Sugar beets. 2. ec es tutes tases le we ot niveiee ese mimisn ace 4,033,000 
PES ccc srapefe Aeturars sleie se - is oper cas abvicunrsumto overs are scene mere rereresnekeas 2,000,000 
NWS TR ee ne Ae eh ores cic pate OnG bo to Hodnld OCU coe 600,000 
6,633,000 
Payments for stabilization of prices— 
Butterfat content of milk and cream .........---eeeeeees 28,455,000 
Milk used for cheddar cheese ...........-seeeeeeerecees 525,000 
ried. casein vand | caseinavesmaaceecielebieeircisaecie errr 167,000 
29,147,000 
Estimated cost of major services provided without charge by 
government departments— 
Interest on working capital 2. s22ay.s60 + ere ose rem cre 3,038,000 
ANG Han CHENNVONOL 5 Goa wlous cd adunouon dodo COST ODOC OUNoOCeO OS 640,000 
A GCOUMEINE Oh Lr he Abe te ee hate Fons aia, Cate Bree OMt em sete 185,000 
INGaoaManEYCE NNO goaogadccoboatisouc JuuacodoUdS GcoMCoundD DS 31,000 
Carrying: of frankedwmail ..\.). <0 elaok< sacle ees ie teltnt meets 18,000 
Contributions to Public Service Superannuation Account 17,000 
Employee surgical-medical insurance premiums ........-- 1,000 
Employee compensation payments ..........--.+-++++s- 1,000 
3,931,000 
Nett loss-for the- year ts... svaescncn see teem creer em $ 42,020,000 


The loss for the year, together with the balance of the loss of $1,318,000 brought 
forward from the previous year, was met to the extent of $39,407,000 by funds provided 
by Department of Agriculture Vote 17e, and to the extent of $3,931,000 by government 
departments which provided major services without charge. 


219. Airport operations. The capital investment of the Department of Transport in 
airports as at March 31, 1966 was $651,318,000 compared with $629,007,000 at the end of 
the preceding year, a net increase of $22,311,000. 
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The revenue from civil aviation airport operations for the year, together with com- 


parable figures for the preceding year, follows: 


Year ended March 31 
1966 1965 
Aircraft landing fees— 
DGine tree Yer oe ee se oh oe: mde. ck emcees $ 4,355,000 $ 3,822,000 
Ree et ee sas oocao.d's Siais'ss Os chan kn, 5,006,000 6,243,000 
JE Re OCIS), ohn se inet 35, Sea ne aa ae or rr 1,282,000 992,000 
I rece Sh aig So Five bond oo whoa Rhee cok 21,000 27,000 
10,664,000 11,084,000 
Rentals— 
Othe, shop and garag@lspace. 60. cc6ek ss ci eecscchececccec 2,609,000 2,298,000 
WAC OUATLONS WINIAR 6 d ewan cid vk vin's vax cbavintrnsac 355,000 364,000 
Meee ME Gs eke oc es de < 6 ou ache cen, 118,000 173,000 
JON! ETT ee SPE ar ara a ee 1,277,000 1,189,000 
4,359,000 4,024,000 
Concessions— 
So olmel andi noth aaa weed 520206 ke Sor codes ccs 2,361,000 2,063,000 
URE AE Re oe os io oc es hc ok 3,669,000 3,160,000 
6,030,000 5,223,000 
Peeremameauetrevenne.. .)../....- ce 2,755,000 2,110,000 


CU CG 2 6 ae a a $ 23,808,000 


$ 22,441,000 


The provision for “Airports and Other Ground Services—Operation and Main- 
tenance” (included in Department of Transport Vote 30) was charged with expenditures 
totalling $21,589,000 for the year 1965- 66, a decrease of $2,525,000 from the correspond- 
| ing figure of $24,114,000 for the preceding year. The excess of revenue received from air- 
port operations over expenditure on airways and airports (excluding new taco 
was therefore $2,219,000, an increase of $3,892,000 over the preceding year’s excess of 
expenditure of $1,673,000. 


The results thus recorded are on a cash basis and do not include any provision for 
amortization of airport construction costs, interest on funds employed, or other costs such 
asa portion of the expenditure charged as air services administration, which would have 
to be taken into consideration if the actual net costs of civil aviation airport operations 
were to be determined. The Department does, however, maintain accounts on an accrual 
Ibasis for its operations at 17 of the major airports, which together account for approxi- 
Mately 90% of the revenue from civil aviation airport operations, and prepares therefrom 
Periodic financial statements for management purposes. A consolidation of these state- 
ments, which includes provision for depreciation of civil aviation facilities (though not for 
the other costs referred to), for the year ended March 31, 1966 is given as an appendix to 


the Department’s section in Volume II of the Public Accounts. 


220. Board of Grain Commissioners for Canada. This Board operates under the 
authority of the Canada Grain Act, R.S., c. 25, and consists of a chief commissioner and 
two other commissioners appointed by the Governor in Council. The Board has jurisdic- 
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tion to inquire into any matter relating to grading, weighing and storage of grain, unfair 
or discriminatory operation of any elevator, and any other matter arising out of the per- 
formance of the duties of the Board. 

The following is a comparative summary of the results of operations for the past two 


years: 
Year ended March 31 
1966 1965 
Expenditure— 
Salaries allowances, tC. (S05 -i<- 40-50% sri ste $ 4,851,000 $ 4,465,000 
Contributions to Public Service Superannuation Account .. 259,000 260,000 
Been eto ccatls chines bod aoe aren nies” etree tac mes 211,000 189,000 
ART en on arr eee ere te a CE 187,000 148,000 
Printing and Stationery .....,screeesseecnesrece ter ssn sons 63,000 65,000 
Oibier occas vas sian o weegine magne be meee rey wemene ee 298,000 330,000 
5,869,000 5,457,000 
Revenue— 
Tnepection 168. ...8 + teen see ee ne ee 3,084,000 2,360,000 
Weiehing. fees. «ces ec tests sm tes ont ee eee nee 1,493,000 1,159,000 
Registration and cancellation {608 ch Fee cee uenaewenss 91,000 67,000 
Ticendes Slditilccs etene prone 6 ee meen sincere emit niple nes 28,000 28,000 
Sundry a isieawuds nee owtaneene ans atone Ges cme res sies Learns 20,000 4,000 
4,716,000 3,618,000 
Excess of expenditure over TeVeNUe ....+.eeeeeeerereeescees $ 1,153,000 $ 1,839,000 
Excess of expenditure over revenue provided by— 
Parliamentary appropriations: 
Department of Agriculture Vote nhO i rcsccastos scares arc 30% $ 5,507,000 $ 5,095,000 
Canada Grain Act, RS., c. 25, section 4 .........--+++- 51,000 52,000 
Government departments which provided major services 
qvithout “charges <1. ail) f. metas alka kate cine = cide SS tilt 311,000 310,000 
5,869,000 5,457,000 
Less: Remittances to the Receiver General ........---- 4,716,000 3,618,000 
$ 1,153,000 $ 1,839,000 


The increase of $386,000 in salaries, allowances, etc., was due mainly to increments in 
rates of pay and additional casual and overtime wages paid as a result of the movement 
of larger quantities of grain. Rent at Fort William increased $8,000 a year following the 
move to the new federal building on March 29, 1965. Monthly payments totalling $12,500 
were paid as rent of the vacated premises until the expiration of the lease on August 31, 
1965 and therefore constitute non-productive expenditure. 

The fees for all services were increased by 50% effective August 1, 1965 which 
accounts for the increase in revenue of $1,098,000. 


221. Canadian Government Elevators. The Canadian Government Elevators com- 
prise six elevators located at Moose Jaw, Saskatoon, Calgary, Edmonton, Lethbridge and 
Prince Rupert, which are operated by the Board of Grain Commissioners for Canada 
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under authority of section 166 of the Canada Grain Act, RS., c. 25, and Order in Council 
P.C. 1372 of August 19, 1925. 


The proprietary equity of the Government of Canada in the Elevators at March 31, 
1966 was $11,071,000 represented by: fixed assets, $10,643,000; working capital, $415,000 : 
and advances for recoverable freight charges, $13,000. 


The following is a summary of the results of operations for the year with comparable 
figures for the preceding year: 


Year ended March 31 


1966 1965 
Operating revenue— 
Pe vaLvoma leis 625!) AcOH: te. aL) adie, ie: $ 581,000 $ 446,000 
Be OM a aoe a Eo ict oie Fae 5c wiBcibsncosesow s eles dows. cb 357,000 480,000 
ey Ma Poe ea ale ace athe naga sd viene eh) boo a4 e boeeck ck 198,000 75,000 
RUECEMIUCO EAA Ars. Mier ei eee leds ey, A, DL 143,000 102,000 
leaning pan eh a meee sie a. op risiietar yen sekase lietidcand <ored 123,000 143,000 
ete ee get Bierce ot seas, Gk vin" cal a cc's abet esc <a 80,000 51,000 
1,482,000 1,297,000 
Expense— 
RAlATiCsManALwabede WTA a ieiloa dod ee a A ba 1,047,000 911,000 
Ape OST PS TES AS oC ee i i a ee eee 150,000 151,000 
Maintenance—buildings, plant and equipment ............ 128,000 72,000 
LORE gs tg raawal st rate Acre Soe ihe: BRD. eee ee a Ge 112,000 96,000 
Peed sonics tran. ott ese drier A cl) os loom tas: y's, 80,000 71,000 
Contributions to Public Service Superannuation Account .. 57,000 51,000 
Accounting and cheque issue services ..............000-. 9,000 7,000 
Employee surgical-medical insurance and compensation .... 7,000 7,000 
ee MPO reo isl, c.f wich 9 ves “ast ve vigil c ehege e Lace, 48,000 49,000 
1,638,000 1,415,000 
Operating loss, without provision for depreciation .......... $ 156,000 $ 118,000 
Operating loss provided for by— 
Department of Agriculture Vote 50 ........ccccccccccecce $ 1,586,000 $ 1,355,000 
Government departments which provided major services 
Ue OR SE ROT: 2 ee ee eT a ae re ee 73,000 65,000 
1,659,000 1,420,000 
Less: Remittances of revenue to the Receiver General .. 1,503,000 1,302,000 


$ 156,000 $ 118,000 


The general increase in revenue was mostly at the Prince Rupert Elevator where 
there was an increase of 48% in the volume of grain handled compared with an average 
increase of 7% at the other five elevators. The decline in revenue from storage was a 
result of a faster turnover of the grain for export. Wet weather in the fall of 1965 necessi- 
tated a greater use of the drying facilities at the elevators giving rise to increased revenue 
from this source, whereas the improved condition of the grain received reduced the clean- 
ing required. 
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Salaries and wages increased by $136,000 as a result of the larger volume of grain 
handled together with increments in the rates of pay. Repairs to the roof of the Saska- 
toon Elevator, damaged by a storm, mainly account for the increase of $56,000 in main- 
tenance expenses. 


The loss of $58,000 by the Lethbridge Elevator was its twenty-first consecutive 
annual loss—its accumulated deficit totals $943,000. 


During the year an amount of $77,000 was paid to engineering consultants in respect 
of unused plans for a proposed extension to the Prince Rupert Elevator (see paragraph 53 
of this Report). 


222. National Film Board. This Board was established in 1939 by the National Film 
Act, R.S., ¢.185, for the purpose of initiating and promoting the production and distribu- 
ton of films in the national interest. In accordance with section 18 of the Act, the 
National Film Board Operating Account in the Consolidated Revenue Fund has been 
credited with: amounts provided by annual parliamentary appropriations for “Adminis- 
tration, Production and Distribution of Films and Other Visual Materials” (National Film 
Board Vote 1); amounts transferred from appropriations of other government depart- 
ments in respect of work undertaken for them; and receipts from other operations of the 
Board including the sale and rental of films and other visual materials. All expenditures by 
the Board have been charged to the Account with the exception of expenditures on capital 
equipment acquired for its own use which have been charged to National Film Board 
Vote 5. Included in the expenditures charged to the Account are the costs of capital equip- 
ment acquired for the Canadian Government Photo Centre in Ottawa, as authorized by 
National Film Board Vote L30, Appropriation Act No. 5, 1963, 1963, c.42. 


The equity of the Crown in the Board at March 31, 1966 was $2,785,000 compared 
with $2,441,000 at the end of the previous year. This comprised $1,418,000 in the National 
Film Board Operating Account, including $139,000 for the Canadian Government Photo 
Centre equipment, and capital equipment $1,367,000. 


The following is a comparative summary of expense and income for the past two 
years: 


Year ended March 31 
1966 1965 
Expense— 
Production of films and other visual materials ..................-- $ 3,866,000 $ 3,480,000 
Cost of production of films and other visual materials for govern- 
ment departments and. OUNEES fos. .6 0c 5 is elte actin cine erin iaiaiege 3,769,000 2,744,000 
Distribution eoteqtulnsn pee eee arte ete rere teete of etter sett stete= 2,844,000 2,654,000 
Estimated cost of major services provided without charge by 
Pxonusvamuaotssony lojoypunocMicl pooaqdarsssessouudvoro. aooSdoDgcdC’ odo. 1,166,000 1,091,000 
Administration and «general services! cae. fe eie) = ci ere etiel ais ecerel: 1,057,000 1,017,000 


Depreciations Ones equipment merece tate ate etek tetetetetrcr ote eke Peta ate tet cot 358,000 344,000 


13,060,000 11,330,000 
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Year ended March 31 


1966 1965 
Income— 
Sales of films and other visual materials .................... $ 4,205,000 $ 3,120,000 
Pn Ee a Osea Meta ec. hint ee ee eee 818,000 724,000 
WSCONAMCOLES 57 HAMEL Mey aed ulcer ere tilvery 9 6 41,000 50,000 
Canadian Government Photo Centre—net profit for the year .... 15,000 (12,000) 
5,079,000 3,882,000 
NEOUS gS TIS, iy sas, RR a CT ee Cee ee eee ene $ 7,981,000 $ 7,448,000 
Net expense provided by— 
PA AtaeMea Nye AP DLOPLIAWONG toss gos dhs o. Oe es bias iced eck $ 6,457,000 $ 6,013,000 
Major services provided without charge by government depart- 
FS) la, esl gta Sia eg gt ae a a a 1,166,000 1,091,000 
Dewece nmin nid. SOP. | MEE. les bo eben ohne ce 358,000 344,000 


$ 7,981,000 $ 7,448,000 


The gross expense increased by $1,730,000 or 15% over the total for the previous 
year. The greater part of this increase is represented by an overall increase of $1,411,000 
in the combined production costs of films and other visual materials, of which $1,025,000 
related to productions sponsored by government departments, agencies and others, and 
$386,000 to the expansion of the regular production program. 


The income increased by $1,197,000, or 31% over that of the previous year. This 
was due largely to various special projects undertaken during the year for the Canadian 
Corporation for the 1967 World Exhibition, the Centennial Commission and certain 
government departments. 


The estimated cost of accommodation, contributions to the Public Service Super- 
-annuation Account and other employee benefits, accounting, cheque issue and other 
services provided without charge by government departments is included in a single 
amount of $1,166,000 in the Statement of Income and Expense. In last year’s Report 
Wwe recommended that the cost of these services be integrated as soon as practicable 
into the costing system to produce accurate costs as well as render possible a more 
realistic and complete presentation of the various costs of production and administration 
of the Board in its financial statements. We understand action along these lines is under 
study with officers of the Treasury Board. 

The Canadian Government Photo Centre which was established in Ottawa for the 
purpose of co-ordinating the Government’s still photographic activities, began operations 
| on December 1, 1964. The operations of the Centre showed a net profit of $15,000 for 
the year compared with a net loss of $12,000 (after providing for preliminary expenses 
_of $17,000) in the first four months operations to March 31, 1965. The net profit was 
credited to income of the Board. 

During the early part of 1965, an employee while on location in Edmonton, Alta., 
_was robbed of $2,970 of Board funds. He was reimbursed this amount in June 1965 on 
| an ex gratia basis with the approval of the Governor in Council. 
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During the audit we brought to the attention of the Board several areas where the 
internal control was weak. While the Board had taken some action by the year-end, it 
was not sufficient to eliminate all the weaknesses noted. We have also suggested that, 
in view of the scope and nature of the Board’s operations, a manual of accounting 
procedures should be prepared, the duties of the internal auditor should be defined in 
writing and a proper internal audit program should be developed. 


223. Post Office. The Post Office Department operates under the authority of the 
Post Office Act, R.S., c. 212, which provides that the Postmaster General shall administer, 
superintend and manage the Canada Post Office. 


The following is a comparative summary of the results of operations for the past two 


years: 
Year ended March 31 
1966 1965 
Gross postal. revenues «2c + sia0 600.0 te aye <omiginis'e's in ay niga sn oe semis $ 275,994,000  $ 263,704,000 
Expenses paid from revenue ........eccseecceserceceececsceees 38,512,000 33,268,000 
Wet, postal, revenue. «on com .c.s geile «so» satel UUs asermsiela.e ini cleinsie = ela 237,482,000 230,436,000 
Other revenue— 
Value of mail and other services provided free of charge to other 
government. departments) 4.:2- cic css outenys hie cr eae ee 4,793,000 4,342,000 
Miscellaneous — i. cient rete re otic ie ster crerencaetataneckene ei cteb stamens ere eer: 56,000 53,000 


242,331,000 / 234,831,000 ~ 


Expenditure from parliamentary appropriation— 


Operations $252. cn GA «tc @i es newts ans Sate ene ere ties teres ea ins 160,948,000 135,375,000 
Pransportation: kacqevewecrre eertietace colts sie hee is entcetnomelesuonsars 72,575,000 69,056,000 
Administration, financial (Servicess eto assis. o- nies rece a ererctetteteds 6,683,000 6,028,000 

240,206,000 210,459,000 


Estimated cost of major services provided without charge by 
other government departments— 


ACCOMMOCA MONT 2: sec, cous aco cede seacoast Oe 25,529,000 25,298,000 
Contributions to Superannuation Account and employee group 
surcical=medical msuranceys cle. Sete tele ect ies seveteae tars 10,144,000 9,681,000 
Accounting and cheque issue Services, ........c0.eseee dee sneer ns 650,000 584,000 
Hmplovyee compensation, freee caascc ws «aoe is eee ee 270,000 262,000 
276,799,000 246,284,000 » 


Net*operating® deficit’ ;3.4004. 474 feet Oe eee ee $ 34,468,000 $ 11,453,000 


The $12 million increase in gross revenue was due chiefly to an increase of $7.5 
million in the revenue from postage meters and an increase of $2 million in revenue from 
the sale of postage stamps. The $30 million increase in expenditure from the parlia- 
mentary appropriation was due mainly to increased salary costs of $25 million. 


224. Public Printing and Stationery activities. Under the Public Printing and 
Stationery Act, R.S., c. 226, the Department of Public Printing and Stationery is charged 
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exclusively with the following duties in relation to services required for the Senate and 
House of Commons and the several departments of the Government: 

(a) the execution and audit of all printing, stereotyping, electrotyping, lithography, binding 
work, or work of the like nature, and the procuring of the material therefor; 

(b) the purchase and distribution of all paper, books and other articles of stationery of 
whatsoever kind, except books that are required for the Library of Parliament, and 
printed books required for the use of the chaplains, libraries or schools in the pen- 
itentiaries which may be procured in the manner authorized by law; 

(c) the sale of all books or publications issued by order of either or both Houses of 
Parliament or by any department of the Government; and 

(d) the audit of all accounts for advertising. [This function was transferred to the Comp- 
troller of the Treasury in 1954.] 

With a view to implementing certain recommendations made by the Royal Com- 
mission on Government Organization, the Governor in Council in 1963-64 under the 
Public Service Rearrangement and Transfer of Duties Act, R.S., c. 227, transferred to 
the Department of Defence Production all functions of the Department of Public Printing 
and Stationery with the exception of the publication and distribution of books and 
publications. Accordingly the former main functions of the Department of Public 
Printing and Stationery are now carried out by two branches of the Department of 
Defence Production as follows: (a) the Canadian Government Supply Service which 
administers the Stores Branch, and (b) the Canadian Government Printing Bureau 
which operates the printing plant in Hull, Que., and the outside printing units. 


In our 1965 Report (paragraph 219) we stated that the existing legislation governing 
printing and stationery has remained substantially unchanged since 1886 and many of 
the provisions of the Public Printing and Stationery Act have either become the respon- 
sibility of other departments or have proven impracticable. 

For the purpose of carrying out the provisions of the Act, a working capital advance 
(the Queen’s Printer’s Advance) is authorized under section 37 of the Act to enable the 
Queen’s Printer to purchase material for the execution of orders given or requisitions 
made under the provisions of the Act, and to pay the wages of workmen engaged in the 
execution of such orders or requisitions. This section further provides that “the amount 
of outstanding advances to the Queen’s Printer, after deducting therefrom all amounts 
due to him by either House of Parliament or by the several departments shall at no time 
exceed the sum of four million dollars”. The Advance has been shared equally by the 
Canadian Government Supply Service and the Canadian Government Printing Bureau. 


The following summary shows the operating results of the Queen’s Printer’s Advance 


for the year ended March 31, 1966 together with comparable figures for the previous year: 


Year ended March 31 


1966 1965 


$ 21,750,000 $ 21,363,000 


Sole MEL REE RIE 1 oi FPO ie AURAL Fg sa bhntths ob laletae ais Sysictenale 
(CORE AGI SRS ON sR URE? BBO 8S 08 Re ee ee ea See Saree 21,437,000 ' 20,698,000 
iPineyat iowa Coles ee aS ee et, DO opr oee a ocean 313,000 665,000 

10,000 13,000 


DIR COT MOA TINGS hs RTA AT cc bord ote ecco tacky 6 disiens Ghetetv ers @ behoresl owas 
SIGNET PSs SETAC A TETAS Te ie bo esa. fe cP Oie RATE Bl. BST OLS © SMe eblee s Mise ghs oo $ 323,000 $ 678,000 
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The profit of $323,000 is after charging, for the first time, equipment purchases 
$287,000, administrative expenses $587,000 and major equipment repairs $34,000. In 
previous years these costs had been charged to parliamentary appropriations. As in previ- 
ous years, the value of services and facilities such as power, heat, amortization of build- 
ings, ete., provided by other government departments has not been included in costs. In 
accordance with section 58 of the Financial Administration Act, the profit of $323,000 
was transferred to Revenue—‘Return on investments”. 


The decrease of $3,000 in discounts earned arose mainly during the last quarter of 
the year because of delays in processing suppliers’ claims for payment while the Canadian 
Government Supply Service was introducing a new computer system. 


During the year, the Canadian Government Printing Bureau entered into a contract 
for the exchange of approximately 500 tons of used type metal for 400 tons of new metal. 
As aresult, the expense of restoring the metal is not included in the year’s costs. 


Printing Bureau employees worked 1.5 million man-hours and cost of sales includes 
overtime payments of $691,000 or 14% of direct labour costs and $103,000 for 42,064 hours 
of idle time. 


Separate sets of records are maintained with respect to the Queen’s Printer’s Advance. 
Each set of records is closed at a different date as far as the recording of receipt 
of payments of accounts by departments is concerned. The total of accounts receivable 
shown by departmental records at March 31, 1966 is $5,777,000 while the amount shown 
by Treasury records is $639,000. However, neither of these amounts may be regarded as 
the correct amount outstanding at March 31 in relation to the accounts of Canada. The 
departmental accounts are closed off promptly at March 31 as far as collections are con- 
cerned and thus do not reflect the receipt of payments made by departments as charges 
to the old year in the month of April. On the other hand, the Treasury records were kept 
open into May for recording the receipt of payments made by departments and took into 
account payments from funds of the new year. Thus the figure for the accounts receivable 
of this Department in relation to the accounts of Canada at March 31, 1966 is not known. 


We stated last year that an annual charge of 5% was insufficient to recover the orr 
ginal cost of 247 typewriters purchased through the Advance at a cost of $53,000 and 
supplied to the House of Commons in 1961-62. Rentals received were applied towards the 
cost of the typewriters and, during the year, the remaining balance of $41,348 was written 
down to an appraised value of $24,700. In our opinion, this adjustment of $16,648 should 
have been charged to a House of Commons appropriation provided for the purpose rather 
than as a cost of sales of the Canadian Government Supply Service. 


225. Queen’s Printer—publishing activities. According to the provisions of the Public 
Printing and Stationery Act, R.S., c. 226, and Orders issued by the Governor in Council 
under the Public Service Rearrangement and Transfer of Duties Act, R.S., c. 227, the 
Department of Public Printing and Stationery is charged solely with the function of 
procurement of print for books and publications and with the distribution of parliamen- 
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tary and departmental publications. These operations include the printing of the Canada 
Gazette, the Statutes of Canada and other Government publications. 


The Department operates with funds provided by parliamentary appropriations. 
Major services, such as carrying franked mail, accommodation, ete., are supplied free of 
charge by other departments. 


A summary of expenditure and revenue for the year, together with comparable figures 
for the preceding year, follows: 


Year ended March 31 


1966 
Expenditure— 
Printing..and binding official. documents 4... 6 s:ccccesccueeboodeceee $ 1,547,000 
Wis Fibution. al soiielals COCUMENLS §s oc. ods stuns 4000's cree Ca acide'ede.e « 1,072,000 
PACA LOCALE TOW Coes ase ioet ss Selene oe ea ek Seas sok > mei ee eee 204,000 
Byantine fohi@anada: Gazette. g2r8).6 pie. ha. A. Meetes weld cases 182,000 
Printing and binding the Statutes of Canada ....................6 49,000 
8,054,000 
Estimated cost of major services provided without charge by other 
government departments: 
Carr yiioe OMe iTAUKen "104 Vener cine sce te se tee os ote e tt. 830,000 
SO UAIOGHCONL Sys PASS. SRR OG CMTE GY she Soles Se Sls PEI 285,000 
Contributions to Public Service Superannuation Account ...... 53,000 
PCCOUMUIS AAC NCHECUC’ ISSUC sic sis << s/sd-0% sie aie vies «sree es i esicce ass 35,000 
Employee surgical-medical insurance premiums ................ 5,000 
Employee compensation payments ...........ceceeececcevccveees 1,000 
1,209,000 
4,263,000 
Revenue— 
RCC A MME IOI IEEAIOS 10 ret Ree ies ve a yah, Shack cei oS akele HOR Ea Bek Bon wok 1,626,000 
Cingiegiownciteart totem eo de She! cht. tence dates cate JSPARS 200,000 
Commissions on sale of publications issued by international 
organizations of which Canada is a member nation ............ 49,000 
Royalties from copyrights on government publications ............ 27,000 
Service fees for art work performed for other government depart- 
TOOSKOWES) os Sains, RS AO GOO RC Oy Ret ee Ane era aie 18,000 
1,920,000 
Wxcos. Onlexpenditure tover revenue... Vl. a eke $ 2,343,000 


1965 


$ 1,349,000 
1,041,000 
177,000 
152,000 
14,000 
2,733,000 


554,000 
260,000 
61,000 
32,000 
6,000 
1,000 
914,000 


3,647,000 


1,623,000 
230,000 


19,000 
77,000 


12,000 


1,961,000 


$ 1,686,000 


ers and to a reduction in advertising linage in the Canada Gazette. 


| 


Parliamentary appropriations were charged with $3,054,000 during the year, an 
increase of $321,000 or 12% over the preceding year, due mainly to an increase in publish- 
ing activities. Included in the costs of printing and binding official documents are expendi- 
| tures of $68,000 to cover the cost of documents distributed free to Members of Parliament 
| and to organizations approved by the Governor in Council. The gross revenue of 
| $1,920,000 reflects a decrease of $41,000 from the previous year due principally to 
| fewer royalties collected on the RCAF physical fitness publications sold by other publish- 
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The sales operation of the Department is handled by a mail order office located in 
Hull, Que., and by five government bookstores in various cities in Canada. In addition, 
sales counters are located in the National Gallery of Canada and in the Parliament 
Buildings in Ottawa. 


The retail value of inventories of publications held at the bookstores and sales 
counters at March 31, 1966 was estimated at $349,000 compared with $264,000 at March 
31, 1965. The value of inventories in the mail order office and on consignment at various 
agencies is not known. 


The Department continues to experience difficulty in its attempts to reconcile the 
value of publications at each store with the memorandum control account maintained 
at headquarters. Although efforts are being made to improve administrative control over 
the stocks, no dollar value inventory control of publications at the bookstores and sales 
counters has yet been established to fix specific responsibility for stock discrepancies. We 
have advised the Department that prompt and effective remedial action is required in 
this area. 


Shipments to bookstores originate in the bulk store located in the Printing Bureau 
in Hull. The warehousing function of the bulk store has been under the administration of 
the Canadian Government Supply Service since the early part of 1965. During the latter 
months of that year a quantity control system over publications was established, but a 
value control is still lacking. A recent review indicates that certain phases of the bulk 
store operation are unsatisfactory. For example, because of the posting delays, errors in 
coding, shipping errors, etc., the computerized stock ledger records do not always show 
the correct quantities of stock on hand. In addition, the present arrangement of stores 
does not provide adequate security as some of the stockrooms have no permanent at- 
tendant and are accessible to unauthorized persons. 


In addition to government-owned stock, the bulk store and the bookstores hold on a 
consignment basis quantities of publications of other countries and international organi- 
zations of which Canada is a member. In our 1965 Report we stated that no inventory 
control records had been established for these publications and as a result the current 
value of stock was not known. This situation remains unchanged. 


Bookshop sales for other countries and for international organizations are recorded 
in total only and generally the inventories held by the Department have not been recon- 
ciled with the inventory balances reported by the consignors. This is a serious situation 
and a number of countries and organizations are concerned that inventory statements 
have not been provided as required by their contracts. 


We were informed by the Department that one of the main problems in connection 
with controls over international publications is the development and implementation of 
a system to control the sales and inventories of these organizations while another one is to 
obtain the necessary staff to carry out the duties involved. 


The Department handles the distribution of publications for several government 
departments and agencies and does not recover distribution costs from the departments 
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concerned. It has been estimated that the Department’s cost for this service is $150,000 
per annum. On the other hand, the Department has not been charged, by the Canadian 
Government Supply Service, for shipping and receiving services estimated at $21,000 per 
annum or for the substantial cost of operating the bulk publication store. 


The Queen’s Printer has been provided with a revolving fund to facilitate the 
printing of publications by commercial printers. This fund, which is not to exceed 
$250,000 at any time, is reimbursed by departments for which the printing is provided. 
Transactions during the year involved payments of $2,859,000, receipts of $2,906,000, 
and accounts receivable at the year-end amounting to $149,000 compared with $196,000 
at the end of the previous year. 


226. Royal Canadian Mint. The Royal Canadian Mint operates under Part II of the 
Currency, Mint and Exchange Fund Act, R.S., c. 315, and provides “facilities for making 
coins of the currency of Canada, and for melting, assaying and refining gold”. 


Transactions in gold, silver and other metals acquired by the Mint for its operations 
are recorded in revolving fund accounts. The following is a summary of these accounts for 
the year with comparable amounts for the preceding year: 


Year ended March 31 
1966 1965 
aayentories ao begining Of Year ........5 eects <cceswees cease dees $ 18,704,000 $ 29,401,000 
Purchases— 

Golda eee ar RAE or) Be, Soedlacan eds Bea. cored 94,658,000 102,005,000 
ONL ams hice Ne Be ice rele Pa Aarne, 6, 0Aluins oh alboasare: tin ots, ots. Nid 26,443,000 12,777,000 
BO aA NE Sale oS oS) ssl eaten RG oD neo ini’s, Ay ace ORT sie & 3,252,000 3,487,000 
124,358,000 118,269,000 
143,057,000 147,670,000 

Sales— 
ROUGE 3 lo lecat/ Sin Be Gc Oe RES IC ee aa re 98,256,000 104,825,000 
STEVE TRC OME URAC OR VALILG ae aiciave sieverceis os caieeae\Sasihle se galeetors eae os 34,818,000 27,369,000 
BRE CORTE aL NO BU AIIG ON oe tino et era ace aielondce vase bean 5,998,000 8,629,000 
ee ee Meee ENE, cio tare oe tees Shed eke eect eens calee’ 56,000 57,000 
139,128,000 140,880,000 
Og ESAT Pe pe AN Gs ga ae 19,000 11,000 
139,147,000 140,891,000 
3,910,000 6,779,000 

| Transfers to revenue— 

Re Ie MUACE OPCTALIONS 4 2c fous «bsecaeecsens venders tudes 10,861,000 11,909,000 
Peri penmiae hadi vn ty Seclteites.. See oe ewan ns Gade eines 23,000 16,000 
10,884,000 11,925,000 
PERE Reet Se Gh OT ACERS CALI. pahet ts. dees igh pods wedi ons $ 14,794,000 $ 18,704,000 


The Public Accounts record as revenue of the Department of Finance the transfer 
| of $10,884,000 from the revolving fund accounts and other Mint revenue of $5,788,000, 
a total of $16,672,000 for the year ended Mrach 31, 1966 compared with $15,032,000 for 


| 
| 
) 


| 
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1964-65. There was a decrease of $1,041,000 in transfers from the revolving fund accounts 
due to a net decrease in the number of coins issued from 652,966,195 pieces last year to 
444 335,538 pieces for the year ended March 31, 1966 and an increase of $2,681,000 in 
other Mint revenue due to an increase in the sales of uncirculated coin sets. 


Administration, operation and maintenance expenditures of the Mint, charged to 
Department of Finance appropriations, totalled $2,786,000 ($2,572,000 in 1964-65) and 
construction or acquisition of equipment expenditure was $408,000 ($90,000 in 1964-65). 


The net result is an excess of revenue over expenditure of $13,478,000 for the year 
ended March 31, 1966 compared with $12,370,000 for the previous year, an increase of 
$1,108,000. These recorded results do not, however, take into consideration such expenses 
as interest on funds employed or services provided without charge by other departments 
such as accommodation, security, contributions to the Public Service Superannuation 
Account, employee surgical-medical insurance premiums, accounting and cheque issue 
services and employee compensation payments. 


197 


Special Audits and Examinations 


227. In addition to the examinations of the accounts of departments and Crown 
corporations referred to in this Report, the following special audits and examinations were 
made by the Audit Office during the year, most of them in accordance with specific 
directions contained in various statutes: The Army Benevolent Fund Board, Atlantic 
Development Board, The Canada Council, Canada Pension Plan Account, the Custodian, 
Economic Council of Canada, Exchange Fund Account, Municipal Development and Loan 
Board, National Gallery of Canada, Public Printing and Stationery stores, The Queen 
Elizabeth II Canadian Fund to Aid in Research on the Diseases of Children, Roosevelt 
Campobello International Park Commission, Royal Canadian Mint stocks, Unemploy- 
ment Insurance Fund and Yukon Territorial Government. 


228. The Army Benevolent Fund Board. This Board was constituted by the Army 
Benevolent Fund Act, R.S., c. 10, and consists of five members appointed by the Governor 
in Council. The Act provides for a special account in the Consolidated Revenue Fund 
called the Army Benevolent Fund to which certain moneys were credited and from 
which there shall be paid 

to or for the benefit of [World War II] veterans or their dependants or the widows or 


children or former dependants of deceased veterans such amounts as the Board may from 
time to time determine 


together with the expenses incurred in carrying out the provisions of the Act. 


The Act directs that the Board be governed by the following principles: 


(a) plans shall be formulated on the assumption that there will be prospective beneficiaries 
for fifty years from the establishment of the Fund [in 1947]; 

(6) no grant is to be made by way of relief from the Fund where adequate relief is, at the 
time of the application, available from federal, provincial or municipal governmental 
sources; 

(c) where grants are made to assist in the education of dependants of veterans or of 
children of deceased veterans, bursaries shall be granted contingent on continued need 
and satisfactory progress and not as competitive scholarships based on academic 


standing; and 
(d) amounts paid out of the Fund are not recoverable, unless obtained by fraud or mis- 


representation. 
The accounts of the Board were examined for the year ended March 31, 1966 pursuant 
to section 11 of the Act and our report was submitted to the Chairman and members 
of the Board with a copy being provided to the Minister of Veterans Affairs. 


Receipts amounted to $248,000 of which $236,000 was derived from interest on de- 
posits with the Receiver General and $12,000 from interest on Government of Canada 
bonds. Disbursements totalled $427,000 consisting of $324,000 in grants to or on behalf 
of World War II veterans and $103,000 for administrative and casework expense. The 
latter was a net amount after deducting a fee of $36,000 for management of the financial 
program of the Canadian Army Welfare Fund and a grant of $18,000 from the Depart- 
ment of Veterans Affairs to assist in defraying administrative expenses. 
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After absorbing the excess of disbursements over receipts amounting to $179,000, the 
balance of the Fund was $5,372,000 at March 31, 1966 of which $5,111,000 was on 
deposit with the Receiver General, $256,000 was invested in Government of Canada 
bonds and $5,000 was represented by accountable advances and prepaid expenses. 


229. Atlantic Development Board. This Board was established by the Atlantic 
Development Board Act, 1962-63, c. 10. The objects of the Board are to inquire into, and 
report to the responsible Minister upon, programs and projects for fostering the economic 
erowth and development of the Atlantic region of Canada, to consider, report and make 
recommendations to the Minister concerning programs and projects and, with the ap- 
proval of the Governor in Council, to enter into agreements respecting the use of the 
Atlantic Development Fund in financing or assisting in financing to a maximum of $100 
million (subsequently increased to $150 million, 1966-67, c. 31) projects that will contrib- 
ute to the growth and development of the economy of the Atlantic region and for which 
satisfactory financing arrangements are not otherwise available. The Atlantic Develop- 
ment Fund, established by section 16 of the Act, is a special account in the Consolidated 
Revenue Fund to which are credited such amounts as are from time to time required by 
the Board for the carrying out of its programs and projects and to which are charged the 
payments made in respect of them. 

Pursuant to section 18 of the Act, we have audited the accounts and financial trans- 
actions of the Board and have reported thereon to the Board and to the Minister of 
Transport. 

The following is a summary of the transactions in the Fund since its inception show- 
ing the projects approved and funds disbursed to March 31, 1966: 

Approved by 


the Governor Funds Outstanding 

Type of project in Council disbursed commitments 

IPO WEE: puck uce seni are aie eee ee ener. $ 48,413,000 $ 17,446,000 $ 30,967,000 
rune eh way, iSV.Svewls area seini tira aretes a 10,675,000 5,657,000 5,018,000 
Basics IMaustrial’ cerviCese eas ci ect cise creer te 14,613,000 1,262,000 13,351,000 
Research facilitiesp=se oo setae. caren ae ee ee tee 3,000,000 133,000 2,867,000 
INE SGEUIEIMEOUSY s.catdericiee cocker eee ere Reece 5.000 4,000 1,000 


$ 76,706,000 $ 24,502,000 $ 52,204,000 


Funds disbursed amounted to $20,860,000 in 1965-66 and to $3,642,000 in 1964-65. 
During the year a second trunk highway program was entered into to be financed 
in 1965-66 and subsequent years by Department of Transport Vote 112. The transactions 


under this program were as follows: 
Approved by 


the Governor Funds Outstanding 

Province in Council disbursed commitments 

ING Wie DUNG Wil Cte y. tact eee ee ere nee $ 9,000,000 $ 889,000 $ 8,111,000 

iNew OUnCIAING, Resear tncrssisue sericea Meare eee 9,000,000 603,000 8,397 ,000 

INO Via SCObLAT UE REREete meeha. clenie ot ee eS hate tate 9,000,000 603,000 8,397,000 
Prince Edward Island 


MEDEA Se OCS Tans Ob DOO GTO CO 3,000,000 3,000,000 
$ 30,000,000 $ 2,095,000 $ 27,905,000 
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The following is a comparative summary of the Board’s administrative expenses and 
expenditures on technical and economic surveys and studies for the past two years: 


Year ended March 31 


1966 1965 
Administrative expenses— 
Sa pre Ere se tee So os 6 ke isco 8 Zh we de tenes ene bee eeees $ 253,000 $ 100,000 
AY CONE MONG © clay Re A ce FRG. os 05 otic cle os cndbeca «be lewis 13,000 6,000 
MA Cl Peel MBE HILO ALU meeeys) aos bt siete sstvisn a, ee aye) «Pave eve abe Bi oresee fh osGoreneiy eee ec 39,000 17,000 
AGEN IIS Se PI Ree ag ne eR 13,000 15,000 
A eae ANTE REN ACES EMS sy ecole oie Fee OR on BG ds be ew HORE oe athe alles 4,000 8,000 
OficeMegtiipments an desupDlESs 4. delta osoe enler <tlotecle oteichels ocea'sie oeratate'c 22,000 4,000 
Re OE ete Oi ies 6s o.5 &  dinlgiené ocs-a vooicelvin's whe ¢ evens « 17,000 6,000 
361,000 156,000 
Technical and economic surveys and studies ...............eeccceees 456,000 519,000 
“Uh SEE TS COSTS Lior hts ? En iy trae oak Aaa Oe ee ee en ae ee $ 817,000 $ 675,000 


These expenditures were met to the extent of $800,000 by funds provided by Depart- 
ment of Transport Vote 110 and to the extent of $17,000 by government departments 
which provided accommodation and accounting services without charge. 


230. The Canada Council. The Council was established by the Canada Council Act, 
1957, c. 3, to foster and promote the study and enjoyment of, and the production of works 
in, the arts, humanities and social sciences. 


A report on the audit of the Council’s accounts for the year ended March 31, 1966 
was made to the Council and to the Secretary of State, as required by the Act. 


An Endowment Fund of $50 million was established under the Act. The return on 
the investments of the Fund is used to meet administrative expenses and other expendi- 
ture for purposes of the Act (except for capital assistance grants to universities which are 
made from the University Capital Grants Fund). Permissible expenditures relate to the 
following in respect of the arts, humanities and social sciences: grants, scholarships and 
awards; sponsorship of exhibitions, performances and publications; exchanges with other 
countries and organizations or persons therein of knowledge and information; representa- 
tion and interpretation of Canadian arts, humanities and social sciences in other countries; 
and liaison with the United Nations Educational, Scientific and Cultural Organization. 


In our 1965 Report (paragraph 225) reference was made to a $10 million uncondi- 
tional grant from the Government of Canada which was received by the Council in 
April 1965 to be used for the general purposes set out in section 8 of the Canada Council 
Act. Moneys received from this grant were invested separately from the Endowment 
Fund and during the year a total of $3,476,000 was applied to grants and awards paid 
through the Endowment Fund. At the year-end an amount of $6,945,000 remained to be 


expended and is accounted for on the balance sheet for the Special Funds referred to later 


in this paragraph. 
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The following is a summary of the Endowment Fund operations for the year to- 
gether with comparable figures for the preceding year: 


Year ended March 31 
1966 1965 
Surplus atyAipril’ Load cepasectis S2eeeR Res genes eae ae eee $ 50,000 $ 82,000 
Income— 
THUGTEST CONGSCIVIGEMGS: crac tar retiree ein raterttereteactenst steerer heaters 3,306,000 3,154,000 
Portion of unconditional grant from the Government of Canada 
applied to grants and awards ...........2ses ees see ers cvccevnce 3,476,000 — 
6,832,000 3,236,000 
Expenditure— 
(ETE Thi eer kas MLO on Onno compan STE E.OSu Su OMG cba auMiactos 6,157,000 2,661,000 
Canadian National Commission for UNESCO ................... 135,000 88,000 
Administrative and other expenses, less expenses recovered ...... 540,000 437,000 
6,832,000 3,186,000 
Surplus. at dviarch Sb oasis 3 cu cetacean eae ove ee atta cetea $ — $ 50,000 


A University Capital Grants Fund of $50 million was established by the Act in order 
that grants could be made to universities and similar institutions of higher learning by 
way of capital assistance for building construction projects intended for use in furthering 
the arts, humanities and social sciences. These grants are paid out of the principal and 
accumulated income of the Fund. 


The following is a summary of the University Capital Grants Fund transactions 
for the year together with comparable figures for the preceding year: 


Year ended March 31 
1966 1965 
Balance: at April lieecy. sole eee s co ace Pee oats $ 10,299,000 $ 11,499,000 
Add: 
Interesthearned “ONMNVEStMenUS serine cen ates a errere mineter caer 581,000 790,000 
Net. ‘profit: :on) disposal rofesecurities .2% 29s oe tein. eee eee 15,000 95,000 
10,895,000 12,384,000 
Deduct: 
Avithonizedtionantset Mt pipes ett. peices Cee 1,547,000 2,085,000 
BalancesatiMarch! (31 fa. 5 faeces ee re ere $ 9,348,000 $ 10,299,000 


During the year the Council allocated to qualifying institutions the amount of 
$1,879,000 which represented the accumulated interest and profits earned by the Univer- 
sity Capital Grants Fund from October 1, 1963 to December 31, 1965. A prior allocation 
of $15,130,000, was made during the year ended March 31, 1964, representing the accumu- 
lated interest and profits earned by the Fund from its inception to September 30, 1963. 
Grants authorized by the Council from these allocations amounted to $9.147.000 by 
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March 31, 1965 and payments thereon during the same period amounted to $5,552,000. 
Further grants of $709,000 were authorized during the year from interest and profits 
and grants paid amounted to $2,624,000. 


In our 1965 Report (paragraph 225) reference was again made to the method em- 
ployed in the allocation of the interest and profits, to the qualification of our reports to 
the Council and to the Secretary of State, and to the Sixth Report 1964 of the Public 
Accounts Committee wherein it was recommended that steps be taken to seek amending 
legislation to provide clear authority for the Council to use the 1956 census and the 
“hotch-pot” approach in the distribution of interest and profits in respect of the Uni- 
versity Capital Grants Fund. As no action had been taken, the Public Accounts Com- 
mittee in its Third Report 1966 reiterated its previous recommendation and requested the 
Council to formally ask the Government to give consideration to the required amending 
legislation with the objective of having it considered by Parliament prior to the final 
closing out of the University Capital Grants Fund (see Appendix 1, item 22). Our report 
to the Council and to the Secretary of State was again qualified with respect to this 
matter. 


The Council may, under section 20 of the Act, acquire money, securities or other prop- 
erty by gift, bequest, or otherwise, and may expend, administer or dispose of them subject 
to the terms, if any, upon which they are made available to the Council. Moneys or prop- 
erty received by the Council pursuant to this section are presented in a separate balance 
sheet designated “Special Funds”. This balance sheet has two parts, the first of which 
relates to the comparatively small gifts which are accounted for within the Endowment 
Fund and the unconditional grant from the Government of Canada referred to above, 
while the second part relates to the following funds from which only the income may be 
disbursed for the purposes designated: 


1. The amount of $1,079,000 received in 1963 in connection with an anonymous gift of 
$4,250,000 to be paid to the Council over a period of several years was augmented by 
an additional $131,000 in 1964 and by a further $125,000 in 1965. The income from the 
amounts received is to provide fellowship and scholarship grants to Canadians for ad- 
vanced study or research in the fields of medicine, science and engineering at universi- 
ties, hospitals, research or scientific institutions or other equivalent or similar institutions 
in Canada. 


2. A gift of $600,000 received from the Molson Foundation in 1963 to establish a capital 
fund referred to as the Molson Prize Fund, the income from which is to be used for 
making cash awards of $15,000, normally two in each year, to authors or creators of 
works or to persons who have rendered service to Canada in the fields of the arts, humani- 
ties and social sciences which will enrich the cultural or intellectual heritage of the 
nation, or make a noteworthy contribution to understanding and unity among Canadians 
of French and English descent. 


For investment purposes these two funds have been combined and are represented by 
_ one portfolio. The income of $115,000 produced by the investments was apportioned be- 
_ tween the two funds on a quarterly basis according to the ratio of the principal and 
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surplus of each fund at the beginning of the quarter to the total principal and surplus 
of the funds. A summary for the year follows: 


Special Molson 

Scholarship Prize 
Fund Fund Total 
Surplus at April’ 1, 1965 13.5005. ree Aba een nite ee oe none $ 6,000 $ 19,000 $ 25,000 
Income—interest and dividends ......+--++s+eseeecseeerrees 78,000 37,000 115,000 
84,000 56,000 140,000 

Expenditure— 

Grants. andawatds:) divs: jase - dupes teh eerie tee ar 36,000 30,000 66,000 
Administration. charge .....0:-+0.- ses y= snes see soc esons 2,000 2,000 4,000 
38,000 32,000 70,000 
Surplus at March 31, 1966 ......-.-+ecrsserrereereeeresecees $ 46,000 $ 24,000 $ 70,000 


The Council approved the assessing of an administration fee of $2,000 for the year 
ended March 31, 1966 against the income of each of the Special Funds. 


231. Canada Pension Plan Account. The Canada Pension Plan, 1964-65, c.51, pro- 
vides for a comprehensive program of contributory old age pensions and supplementary 
benefits for most persons in the work force in Canada, whether employees or self-em- 
ployed, with the exception of those in the Province of Quebec who are covered by a paral- 
lel provincial plan. 


Section 110 of the Act established the Canada Pension Plan Account within the 
accounts of Canada to which all contributions, interest and other amounts received under 
the Plan are credited and to which benefits and other payments under the Plan, including 
administration costs, are charged. Section 111 established within the accounts of Canada 
the Canada Pension Plan Investment Fund in which investments in provincial and 
federal securities are recorded. 


The Act requires the Minister of National Health and Welfare to make an annual 
report to Parliament on the administration of the Act, including a statement showing 
amounts credited to or charged to the Canada Pension Plan Account and the Canada 
Pension Plan Investment Fund during the year. There is no provision in the Act for 
certification of this statement by the Auditor General, although such a provision would 
appear desirable. 


Contributions to the Canada Pension Plan commenced January 1, 1966. Retirement 
benefits will become payable in January 1967. The following is a summary of transactions 
in the Canada Pension Plan Account to March 31, 1966: 


Receipts— 


Contributions from employers and employees ......... eee e cece es eeeee cree eeees $ 94,880,000 
TRMG@rest ecco crate dctle. beet is lesen de cases hoe) ars Lene Olea eke h oleh iar enol cis clonal eke cuetehe st “mele tatnane 37,000 
94,917,000 
Disbursements—Administration EXPENSES ..... cece eee eee cess ere ee eters eeseeseees 5,511,000 


Balance at March 31; 1966) oocsis:ve.. deivebes > boron se wee ee eine $ 89,406,000 
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This balance comprised: 


DEBE E RNR tee Fis ace bi erence <b om oiyn.?s Susy «vase Smmmpae nud. as... $ 54,553,000 
Wo Gy da eal a. ele a niin id leet Ai 34,853,000 
$ 89,406,000 


The $94,880,000 shown for contributions from employers and employees represents 
actual receipts to March 31, 1966. No amount has been accrued for contributions relating 
to periods prior to March 31, 1966 but received after the year-end or for accrued interest 
of $142,000 on provincial and federal securities and $100,000 on the operating balance 
for the month of March 1966. 


The following schedule shows the administration expenses charged to the Account 
during the year with respect to services provided to the Plan by various government 
agencies: 


Department Department 
of of 
National Comptroller National Unemployment 
Health and of the Revenue Insurance 
Welfare Treasury (Taxation) Commission Total 
Direct costs— 4 
ON ae $ 23,000 $ 117,000 $ $ $ 140,000 
ANG KVOIACINNS San nN eee 1,637,000 1,637,000 
JL Ae a ee 10,000 13,000 23,000 
1,670,000 130,000 1,800,000 
Indirect costs— 
Administration ......... 184,000 6,000 1,836,000 1,286,000 3,312,000 
Accommodation ....... 13,000 24,000 163,000 21,000 221,000 
Sie TETe Sed ores aie eee 5,000 16,000 83,000 74,000 178,000 
202,000 46,000 2,082,000 1,381,000 3,711,000 
MOL ALLY. § Wcdtae es $ 1,872,000 $ 176,000 $ 2,082,000 $ 1,381,000 $ 5,511,000 


The Treasury Board has given to the Department of National Health and Welfare, 
as the administering department for the Plan, the right to review charges to the Canada 
Pension Plan Account by other departments. This review, which has not yet been made, 
May result in adjustment of some of the above charges. 


No amounts have been charged to the Canada Pension Plan Account with respect 
_ to costs of various government control agencies such as the Civil Service Commission, 
the Treasury Board, etc. The Treasury Board has decided that the Plan will not be called 
upon to bear costs, estimated at $1,600,000, incurred prior to enactment of the Canada 
Pension Plan, in preparing the legislation and establishing preliminary administrative 


machinery. 


The Act restricts the investments of the Plan to securities of Canada or the provinces, 
or securities fully guaranteed by the provinces, payable to the Canada Pension Plan In- 
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vestment Fund, which are not negotiable and not transferable or assignable. The amount 
available for investment in provincial and federal securities at each month-end is de- 
termined by deducting from the uninvested balance in the Account the estimated amount 
required to meet all payments during the following three months. This amount is allo- 
cated to the various provinces in the ratio that the contributions from each province 
bear to the total of all contributions. Any balance not required for the purchase of securi- 
ties offered by a province is to be invested in securities of Canada. The rate of interest on 
securities purchased for the Investment Fund is determined generally by the average 
rate of interest on outstanding obligations of the Government of Canada at the time of 


purchase. 
At March 31, 1966, securities of Canada and the provinces bearing interest at 5.29% 
were held as follows: 


Ontario .de oaesisehe ose OMe apa SP EE “acer ae as ee ae $ 20,110,000 
British Columbia, « -«se.24 00 ates casiecie av ure cae “es ec dae ee cal aaa 5,085,000 
a ey Rprainr ena wats SS na ace atc cots usc aG OIC 3,064,000 
Maite casa ye Soe vu ntgenin os Me a ringewie te Naas raat ae Stara eater cle cl aoe 2,077,000 
Sa cles tobe wiase eee slg ilar 1 aS aot ee tae aaNet rer earner enema sce Ar 1,432,000 
Nova Scotia. aided Wass aan sibel Gems tare Retaroieies Ieee ete Sidon oie aaa 1,248,000 
New: Brunswick og aspen dasa te Raa Sele > inte SENOS goin tic a rere eae 972,000 
Wawhounidlatid 7020 Cac ee Re ce re reese etree tenner ote ener ct ar ee 655,000 
Prince. Edward. Island... 8 see@~s0%.-G ect sea e een ere eee ee 108,000 
Giada, Boccaccio cas cietcs Oh eee ec eitew ons nea saan tee jonepiine © senna alee oeaee 102,000 


$ 34,853,000 


232. The Custodian. In accordance with Regulation 6 of the Revised Regulations 
Respecting Trading with the Enemy (1943) as set out in the schedule to the Trading 
with the Enemy (Transitional Powers) Act, 1947, c. 24, the Secretary of State is appointed 
Custodian “to receive, hold, manage, release, dispose of and otherwise deal with all 
property which is reported to him, received or controlled by him or vested in him”. Since 
May 15, 1964, the Deputy Registrar General of Canada has acted as the Deputy Cus- 
todian. The Custodian’s Office is administered by an Assistant Deputy Custodian in 
Ottawa. A report on the audit of the Custodian’s accounts for the year ended December 
31, 1965 was made to the Secretary of State. 


The assets under the administrative control of the Custodian, which were valued 
in accordance with bases explained in an addendum to his statement of assets and liabili- 
ties (Public Accounts, Volume II, page 40.10), decreased by $281,000 to $2,799,000 at 
December 31, 1965. A transfer of $350,000 to the Minister of Finance for the War Claims 
Fund, and releases of assets valued at $1,141,000 to former owners or their beneficiaries 
or other rightful claimants, offset in part by an appreciation of $1,280,000 in the value of 
remaining vested assets, accounted for the greater part of the decrease. 


Under the Regulations referred to above, the Custodian may charge against all 
property investigated, controlled or administered by him, whether it has been vested in 
him or not, a fee for services rendered not exceeding 2% of the value of the property in- 
cluding the income therefrom. He is also permitted to employ such part of the property 


SPECIAL AUDITS AND EXAMINATIONS 205 


vested in him or the proceeds therefrom as may be necessary to pay the expenses incurred 
in the administration of the Regulations. 


All fees and any income received from vested assets which consist of, or are con- 
verted into, cash or Government of Canada bonds are credited to the Custodian’s Office 
Administration Account, from which expenses of the Office are paid. We have drawn at- 
tention to this procedure in past years because it is one which is inconsistent with the 
treatment of income arising from other assets vested in the Custodian. The matter is 
currently under study by the Deputy Custodian. 


From September 2, 1939 to December 31, 1965 the Custodian has accumulated a 
surplus of $4,837,000—largely invested in Government of Canada bonds—in his Office 
Administration Account. We have suggested to the Deputy Minister of Finance that con- 
sideration be given to transferring the surplus cash resources to the Consolidated Revenue 
Fund, with the Custodian’s administrative expenses being provided for in future by parlia- 
mentary appropriations. The Deputy Minister has informed us that he agrees with the 
suggestion and that, as an interim measure, parliamentary authority will be sought for the 
transfer of a substantial portion of the surplus. 


Consideration was also invited to whether the other cash resources might be managed 
more effectively if they were held in an open account in the Consolidated Revenue Fund. 
In this regard we were informed that the suggestion touched on policy in which the 
Custodian is governed by the advice of the Treasury Board following consultation with 
the Department of Finance. 


The following is a summary of the income and expense of the Custodian for the year 
together with comparable figures for the preceding year: . 
Year ended December 31 


1965 1964 
Income— 
Fees on assets released from administration ...............ees.0- $ 9,000 $ 10,000 
Pipe te t ron sameeren sels JAG ee eo, 5 OL Lake whe sew be ac Ae-oale cus 195,000 206,000 
PIMUCUCRE PMN DLE CE DOSES. rice. oasis. « Ec ~ coud GR % beh seebupren g tie bas 7,000 9,000 
211,000 225,000 
Expense— 
SETS DSR Oe See ee 2 ce eee ee ene 60,000 81,000 
ere ENED ANOS EG oes fe sot neh A, & te «0, amg tw eras — 5,000 
ee te cere re ee er er ee Le ai, OB 14,000 12,000 
74,000 98,000 
eee itteeen eet. Cagee ME Sire MP RR ree ite o ales, lel $ 137,000 $ 127,000 


The income from fees on assets released from administration did not increase 
| proportionately with the value of assets released during the year, due to a comparatively 
large settlement having been made without fee. Although a fee was not charged, under 
the settlement agreement with two claimants the Custodian retained a substantial portion 
of the liquidation proceeds which provided the major portion of the transfer mentioned 
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above for the War Claims Fund. The reduction in interest on bank deposits and invest- 
ments resulted mainly from the outflow of cash and Government of Canada bonds from 
among the vested assets as releases of assets from administration were effected. The de- 
crease in salary costs resulted mainly from staff reductions and a revision in the salary 
paid to the Assistant Deputy Custodian who, with effect from February 12, 1965, also 
holds the position of Registrar of Trade Marks. 


233. Economic Council of Canada. The Council, established by the Economic Coun- 
cil of Canada Act, 1963, ¢.11, to advise how Canada can achieve the highest possible 
levels of employment and efficient production, comprises a chairman, two directors and 
twenty-five other members broadly representative of different sectors and groups in the 
Canadian economy. 


Pursuant to section 20 of the Act, we have examined the accounts and financial trans- 
actions of the Council and have reported thereon, under date of June 24, 1966, to the 
Council and to the Prime Minister. 


The following is a summary of the expense of the Council for the year ended March 
31, 1966, together with comparable figures for the previous year: 


Year ended March 31 

1966 1965 
SE ra = eee er ConA) Hh Se NRE Scien Oe UD G-o0'9 OE GOB GS De $ 863,000 $ 643,000 
Professional and special services .........e cece eee eee eee cece eeeees 109,000 68,000 
oy ct ee ee aera oon cod eoloC oreo OtOReooM 6 73,000 63,000 
TT GAWEL © c.ckithules aioe de ie Rae oe oe at eres Semi eee tener tls 62,000 66,000 

Contributions to Public Service Superannuation Account and em- 

ployee benefits; «..1403+% tum o Wye ae egisiee Claes ep See alee eee 51,000 41,000 
Stationery, supplies, telephone ..........2-c00sgnesesseewae tree sss e ee 53,000 36,000 
Othicnetea(™, ese ee oe Oak ee aa lotta sere eet Pee omer rs 43,000 30,000 


$ 1,254,000 $ 947,000 


The expense for 1966 includes $85,000 for a special study on the relationship of prices, 
costs and incomes to sustained economic growth. 


The expense was met to the extent of $1,116,000 by Secretary of State Vote 40 and 
major services were provided without charge by government departments at an esti- 
mated cost of $138,000. 


234. Exchange Fund Account. This Account, which was originally established by the 
Exchange Fund Act, 1935, c.60, “to aid in the control and protection of the external 
value of the Canadian monetary unit”, and continued by the Foreign Exchange Control 
Act, 1946, c.53, now operates under Part III of the Currency, Mint and Exchange Fund 
Act, R.S., ¢.315. Funds to operate the Exchange Fund Account are obtained, interest 
free, from the Consolidated Revenue Fund under such terms and conditions as the 
Governor in Council may prescribe. 


Pursuant to section 27 of the Currency, Mint and Exchange Fund Act we have 
audited the Exchange Fund Account and the transactions in connection therewith for the 


| 


| 
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year ended December 31, 1965, and have addressed a report thereon to the Minister of 
Finance. This section also requires a certificate to be given annually to Parliament and I 
now certify that, in my opinion, the transactions in connection with the Account have 
been in accordance with the provisions of the Act and the records of the Account show 
truly and clearly the state of the Account. 


The following is a summary of the transactions in the Account for the past two 
years: 


Year ended December 31 
1965 1964 
SE SSO tale tiers 22 a5 re! Has Walon icdices csc $ 2,800,552,000 $ 2,751,594,000 
Deduct: 
Paid into Consolidated Revenue Fund in respect of previous 
VeCaner OMMUNGIUY. 2ENe were ds. JA retkis soll ee: 63,552,000 62,594,000 
2,737,000,000 2,689,000,000 
Add: 
ees NCC Mee te tot ree es te, ee Shi RUNy 81,000,000 48 000,000 
Earnings on investments (to be paid into the Consolidated 
Ogee ek oe ao cy isin ow once cas dieaek 62,833,000 63,552,000 


S600 SD SE ELEO HOE DONS BABE Ae toEaC re $ 2,880,833,000 $ 2,800,552,000 


Represented by— 


Canadian collars yaenae t,,.. 204... 0) ak..cads.toebeetin: $ 852,000 $ 1,241,000 
United States dollars and securities .............0...00-5. 1,614,799,000 1,705,869,000 
International Monetary Fund note ...................... 54,188,000 16,236,000 
CO) Me PN iia Seen lS Yess dere ), Sook biemer dace band Mees. on 1,244,157,000 1,108,876 ,000 


2A OS ROS at Oe OU Ia GAG CRONE Aen. ae (25,000) 62,000 


2,913,971,000 2,832,284,000 
Si 4 © OI S 6:04, Bo cae SM eecio ae AN Gd Ot one Or eRe CI apn Me orga eae 33,138,000 31,732,000 


$ 2,880,833,000 $ 2,800,552,000 


The United States dollar holdings were valued at $1.08108 (par) at December 31, 
1965 and as a result the surplus was $16,384,000 greater than if the closing market rate 
of $1.075 had been used. 


In our 1964 and earlier Reports we recommended that provision be made for trans- 
ferring annually to the Consolidated Revenue Fund the realized profits or losses from 
trading operations and revaluations of holdings of gold and foreign currencies. The Public 
Accounts Committee made the following recommendation in its Sixth Report 1964: 


The Committee is glad to note that in future, commencing with this year (i.e. 1964-65) 
or as soon as the necessary parliamentary authority is obtained, the annual balance of 
profit or loss arising from trading operations and investment, including interest and discount 
on securities, trading profits and losses on purchases and sales of foreign exchange, gold and 
securities, and the net valuation adjustments on unmatched purchases and sales during the 
year, is to be transferred to the Consolidated Revenue Fund. 

The Committee approves of the Minister’s proposal that the surplus of $30.3 million 
at December 31, 1963 be left in the fund to serve as a reserve against any future revaluation 
losses. 
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The Committee understands the reluctance of the Minister to decide today whether 
future profits or losses arising from changes in exchange rates should be transferred to the 
Consolidated Revenue Fund at each year-end because of the possibility of these causing 
serious distortions in the budgetary accounts. However, the Committee also noted the state- 
ment by the Auditor General that the present surplus would be much larger had past 
exchange losses been charged to expenditure as they occurred, and that a drop of as little as 
two cents in value of the United States dollar can again cause the Exchange Fund Account to 
eo into a deficit position. It therefore recommends that in the event the holdings of the 
Account drop in value by an amount sufficient to eliminate the above-mentioned surplus and 
create a deficit in the Account, the Minister of Finance of the day give immediate considera- 
tion to the elimination of the deficit in order to maintain the full value of the advances made 
from the Consolidated Revenue Fund to the Exchange Fund Account. 


Parliamentary authority to transfer to the Consolidated Revenue Fund the net 
profit arising from trading operations and investment, as described in the Committee’s 
Sixth Report 1964 referred to above, was not obtained during the year and accordingly 
the net. profit on these transactions in 1960 is reflected in the surplus of the Account, 
which increased by $1,406,000 from $31,732,000 to $33,138,000 at December 31, 1965. 


Authority for the transfer to the Consolidated Revenue Fund of profit from trading 
operations in foreign exchange, gold and securities, and from the net valuation adjust- 
ments on unmatched purchases or sales has now been provided (retroactively for the 
years 1964 and 1965) by Appropriation Act No. 9, 1966, 1966-67, ¢.55, assented to on 
November 30, 1966, which includes: 


Vote 23a—To authorize, notwithstanding the Currency, Mint and Exchange Fund Act, 
the transfer from the Exchange Fund Account to the Consolidated Revenue Fund of the 
profit for the calendar year 1964 and each subsequent calendar year from trading operations 
in foreign exchange, gold and securities, and from the net valuation adjustments on un- 
matched purchases or sales during each such year—$1. 


235. Municipal Development and Loan Board. This Board was established by the 
Municipal Development and Loan Act, 1963, ¢.13. The purpose of the Act was to pro- 
mote increased employment in Canada through financial assistance by way of loans to 
an aggregate of $400 million to municipalities to augment or accelerate municipal capital 
works programs. At March 31, 1966, which was the termination date for applications for 
loans, a total of $399,251,000 had been approved with respect to 2,469 loans. This left a 
net amount of $749,000 to cover increases in existing loans required to meet final costs 
on specific projects. 


Pursuant to section 19 of the Act, we have audited the accounts of the Board and 
have reported thereon to the Board and to the Minister of Finance. 


The Act required the Board to forgive payment of 25% of the principal amount of the 
loan where the municipal project was completed to the satisfaction of the Board on or 
before March 31, 1966, and 25% of the portion of the loan advanced at that date if the 
project was not completed. Department of Finance Vote 50b, Appropriation Act No. 2, 
1966, 1966-67, ¢.3, and Department of Finance Vote 50e, Appropriation Act No. 4, 1966, 
1966-67, c. 6, extended the period of forgiveness by authorizing the Board, in the current 
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and subsequent fiscal years, (1) to forgive payment of 25% of the principal amount of 
the loan where the municipal project is completed to the satisfaction of the Board prior 
to September 30, 1966; and (2) where the municipal project is not completed on or 
before September 30, 1966, to forgive payment of 25% of that portion of the principal 
amount of the loan that is made with respect to the cost, as determined by the Board, 
incurred on the project prior to September 30, 1966. 


Loan applications by municipalities required provincial approval. Four provinces, 
Quebec, Ontario, Manitoba and Saskatchewan, entered into agreements with the Board 
as provided in the Act, for provincial administration of programs. In these cases loans 
were made by the Board to the provinces to enable them to make loans to municipalities 
in respect of municipal projects under the same terms and conditions as applied in the 
case of loans made by the Board directly to municipalities. 


Expenses for the year amounted to $162,000, provided for by Department of Finance 
Vote 45, compared with $145,000 for the previous year. 


Of the loans approved by the Board as at March 31, 1966, $145,583,000 had been 
disbursed, of which $29,763,000, being 25% of the loans against 718 completed projects, 
had been forgiven pursuant to section 11 of the Act. Outstanding loan commitments at 
March 31, 1966 amounted to $253,668,000. 


Section 12 of the Municipal Development and Loan Act provided that the Governor 
in Council, on the recommendation of the Minister of Finance, could from time to time 
prescribe the rate of interest to apply in respect of loans under the Act. Such interest is 
payable directly to the Department of Finance. Section 9(2) stipulated that it should be 
a condition of any loan to a municipality in respect of a municipal project that the 
debentures to be issued to the Board by the municipality in respect of the municipal 
project would bear interest at the rate applying pursuant to section 12 on the date the 
loan was approved by the Board. 


Although an interest rate of 53% was prescribed by Order in Council P.C. 1965-1157 
dated June 23, 1965 for the period July 1 to September 30, 1965, 40 loans totalling 
$3,501,000 were approved during July, 1965 with an interest rate of 54% (the rate in 

effect prior to July 1). This was in accordance with a decision of the Board on Decem- 
_ ber 18, 1963 in respect of loans in process when the interest rate changed. With reference 
) to the four provinces with agreements for provincial administration, it was decided that 
_ the Board would accept loan applications up to several days after the interest rate changed, 
| provided the province’s commitment to the municipality had been made in the previous 
quarter. With reference to loan applications from the six provinces without agreements, 
_ it was decided that the interest rate would be the rate in effect at the time an acceptable 
_ application was received by the Board. 


| 236. National Gallery of Canada. The Gallery was incorporated under the National 
| Gallery Act, R.S., ¢.186. Its objects and powers comprise the development, maintenance, 
care and management of the National Gallery, the acquisition of works of art and gen- 
| erally the promotion of the public interest in art in Canada. 

| 
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Pursuant to section 9 of the National Gallery Act, the accounts for the year were 
examined and a report was addressed to the Secretary of State. 
The following is a comparative summary of expenditure for the past two years: 
Year ended March 31 


1966 1905 

Administrative and general ServiceS ....-.--t-scresccerenrcteeneres: $ 584,000 $ 598,000 
Development and care of Rllitcatenk) By apa oOOse Odd cd dasc DCOOUG DOC 240,000 202,000 
Exhibition and extension ServiceS ....--+++rssreerccerereererer tess 586,000 625,000 
Research® laboratory \oaets ote aed ad werae cere Ohe ginee ranma a a 88,000 62,000 
Granite: co: .20 ua b-c esa ee daae eias8 Ser ercee ores ee 8,000 11,000 
1,506,000 1,498,000 

Warkeof apt Pi SLU. DR eT tee, a lee Be ee 832,000 192,000 
83,000 38,000 


$ 2,421,000 $ 1,728,000 


The operating expenses of the National Gallery are met largely from parliamentary 
appropriations, with the remainder paid from a special operating account. Funds for the 
acquisition of works of art are provided through the National Gallery Purchase Account 
to which are credited moneys appropriated by Parliament for that purpose. Funds from 
the National Gallery Special Operating Account are also used to acquire works of art 
and $93,000 was expended from it for this purpose in 1965-66. 


As stated in our Reports for the past four years, parliamentary control may be 
weakened by the supplementing of specific appropriations by expenditures from the 
National Gallery Special Operating Account, and by crediting to the Special Operating 
Account fees from exhibitions and lectures, proceeds from the sale of slides and photo- 
eraphs, and service charges when the costs of producing this revenue are mainly 
met from the parliamentary appropriation for operating expenses. 


In this connection it was noted that the Treasury Board had directed in the case of 
one exhibition financed with funds appropriated by Parliament, that fees received from 
other galleries were to be credited to revenue instead of to the Special Operating Account 
as is required by section 8 of the Act. The fees so diverted have amounted to $25,000. 


The Board’s decision to so divert these fees was to obviate any question of directly 
supplementing the Special Operating Account with revenues earned as a result of ex- 
penditures from appropriations. While the Board’s decision in this case was in accordance 
with the view expressed in our Reports, it must be recorded that in the absence of a suit- 
able amendment to the Act the action was contrary to the requirements of that Act. 


237. Public Printing and Stationery stores. Subsection (2) of section 34 of the Public 
Printing and Stationery Act, R.S., c. 226, provides that: 


The Auditor General shall, annually or more frequently at his discretion, cause the 
stock of stationery, printing materials and supplies in store, to be checked with the quanti- 
ties purchased and supplied. 
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During the year, as in prior years, such tests were made as we considered necessary 
to satisfy ourselves that the inventory was properly taken. In addition, we participated 
in the inventory checks made by departmental personnel. A report on the examinations 
was made to the Minister of Industry. 


At March 31, 1966 the inventories of stationery, printing materials and supplies had 
a cost value of $3,165,000. A comparison with those at the end of the preceding year is 
as follows: 


March 31 
1966 1965 
Printing materials and supplies— 
PACU TREES riers) cewinaen) oh AAAS BSA) os) eM hc ary ed $ 607,000 $ 491,000 
Tesi ewer LULL Fes, tore tity. cern « dccawes ums ex eers 315,000 277,000 
SLES IMR CS NON UGL ETP all en as a A i a a a 164,000 158,000 
Emotiercubsetones==Maini Plant: ick. occcs lets accel meee 90,000 124,000 
Darel ao Us mmPATeNsR!, HOE. SER OOCURAS Bebe oe! ce Le cere — 42,000 
1,176,000 1,092,000 
Tew OC EON eR ar Poe ok lie Ok ae bile ooh vos hed ee ae eek 1,112,000 858,000 
Stationery, office equipment and parts— 
i mavercrOres batty ihees oreo d Wael. acre « cxbasnery «aavvare aloes 751,000 804,000 
pvnewrets AndeOmice MACHING PATIS ,...s..s..e-s0lseccececseceos 126,000 146,000 
877,000 950,000 


$ 3,165,000  $ 2,900,000 


238. The Queen Elizabeth II Canadian Fund to Aid in Research on the Diseases of 
Children. The Queen Elizabeth II Canadian Research Fund Act, 1959, ¢.33, established 
this Fund to assist individuals or organizations to undertake or carry on research into the 
diseases of children and the causes, prevention and treatment of such diseases. A Board 
of Trustees consisting of a chairman and six members is responsible for the management 
and administration of the Fund. As required by the Act, the National Research Council 


_ provides, without charge, such secretarial and other administrative and technical services 


and facilities as may be required by the Board, whose headquarters are in Ottawa. A report 


on the audit of the Fund’s accounts for the year ended March 31, 1966 was made to the 
Board and to the Prime Minister as required by the Act. 


The Act provided $1 million for the Fund and also permits the Board to accept gifts 
for its purposes. The following is a summary of the Fund’s transactions for the year to- 


gether with comparable figures for the preceding year: 
Year ended March 31 


1966 1965 
UDSSLIEE'S Se yb. ogi PP lapta  eia ideliae  e ae a $ 1,060,000 $ 1,076,000 
Pomies son tavevementam ths). .5). 2. 85..1. Yd oon 59,000 58,000 
1,119,000 1,134,000 
Cem MnO MeO TINE YEAT! 4) ois so 4s: HavSes oobllnie » ob deG3 Bdge he « wae 73,000 78,000 
Less: Cancellation of awards approved in prior year ..............+5 11,000 4,000 
62,000 74,000 


OSE os a 282 heel ae meant add el ale lil a a ea a ae a $ 1,057,000 $ 1,060,000 
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Two categories of awards have been approved by the Board of Trustees, namely 
“Queen Elizabeth IL Fellowships” and “Queen Elizabeth II Scientists”. Awards in the 
first category are made to doctors of medicine or “other suitable fields of science” to enable 
them to obtain advanced training and experience in research related to diseases of 
children. During the year the value of a fellowship was increased and it now ranges from 
3.700 to $7,000 per annum, plus a travel grant and children’s allowance where ap- 
plicable. Two new and two renewal fellowships totalling $25,600 were awarded during 
the year. 


The second category covers the salaries of scientists appointed to carry out research 
at universities or teaching hospitals. Regulations approved by the Board of Trustees with 
regard to these appointments provide for payments of $10,000 per annum for the first 
three years and $5,000 per annum for the next following three years, after which the 
institution at which the appointment is held is expected to maintain the salary of the 
appointee at an appropriate level without further recourse to the Fund. One such ap- 
pointment was made during the year and provision for the $45,000 which it is expected 
will be ultimately expended was made in the Fund’s accounts. The Fund continues to 
support four appointees of prior years and the outstanding liability of $60,000 in this 
connection was included in the total provision of $133,000 for awards approved, appearing 
in the balance sheet of the Fund at March 31, 1966. 


239. Roosevelt Campobello International Park Commission. The Roosevelt Campo- 
bello International Park had its origin in the donation of the Roosevelt cottage and 
surrounding grounds on Campobello Island, New Brunswick, to Canada and the United 
States of America as a memorial to President Franklin Delano Roosevelt. Subsequent 
negotiations between the two countries culminated in a joint agreement of acceptance 
signed on January 22, 1964 which established the Commission. This was followed by the 
enactment in each country of the required legislation, the Roosevelt Campobello Inter- 
national Park Commission Act, 1964-65, c.19, being assented to in Canada on June 30, 
1964 and proclaimed on August 14, 1964. The agreement provides for all costs of develop- 
ment and maintenance of the Park to be recovered in equal shares from the Governments 
of Canada and the United States of America. The Commission consists of six members, 


three appointed by the Government of Canada and three by the Government of the 
United States of America. 


The fiscal year-end was changed to December 31 by a resolution of the Commission 
and accordingly our examination of its accounts covered the nine-month period from 
April 1, 1965 to December 31, 1965. Our report on the examination was made to the 
Commission under date of March 14, 1966. 


Proprietary equity totalled $463,000, represented by: cash, $245,000; land and build- 
ing, $221,000; other assets, $9,000; less accounts payable and deferred income, $12,000. 


Expense totalling $57,000 comprised: salaries and wages, $41,000; repairs and main- 
tenance, $5,000; travel, $4,000; publications, $2,000; and other, $5,000. Capital expendi- 
tures were for property improvements, $21,000 and equipment, $6,000. 
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240. Royal Canadian Mint stocks. The Royal Canadian Mint is a branch of the 
Department of Finance and its revenue and expenditure accordingly form part of, and 
are examined with, departmental revenue and expenditure. However, section 20 of the 
Currency, Mint and Exchange Fund Act, R.S., c.315, requires that “the Auditor General 
shall, at least once in each year, inspect the store of bullion and coin at the Mint”. We 
inspected these stores as at March 31, 1966 and reported thereon to the Deputy Minister 
of Finance. The stocks of bullion and metals at cost and coin at face value held by 
the Mint at that date amounted to $14,794,000 comprising: gold, $1,874,000; silver, 
$10,385,000; bronze, $1,070,000; nickel, $1,454,000; and other metals, $11,000. 


241. Unemployment Insurance Fund. The Unemployment Insurance Act, 1955, ¢.50 
(superseding 1940, c.44), provides for insurance against unemployment and for the main- 
tenance of a national employment service. To March 31, 1965 the Act was wholly ad- 
ministered by the Unemployment Insurance Commission consisting of three commis- 
sioners appointed by the Governor in Council. With effect from April 1, 1965, the powers, 
duties and functions of the Commission relating to the National Employment Service were 
transferred to the Department of Labour under authority delegated to the Governor in 
Council by Department of Labour Vote 7a, Appropriation Act No. 10, 1964, 1964-65, 
c.34. Effective January 1, 1966, under authority delegated to the Governor in Council by 
the Public Service Rearrangement and Transfer of Duties Act, R.S., ¢.227, the control 
or supervision of the National Employment Service was transferred from the Minister of 
Labour to the Minister of Citizenship and Immigration. 


During the year the Unemployment Insurance Commission was assigned responsi- 
bility for administration of the Transitional Assistance Plan under which workers in auto- 
motive manufacturing and parts industries who become unemployed as the result of the 
operation of the Canada-United States Agreement on Automotive Products may be given 
financial assistance in addition to that provided by unemployment insurance during the 
period required to adjust to new employment conditions. 


The Act established the Unemployment Insurance Fund as a special account in the 
Consolidated Revenue Fund to which all contributions from insured employees and their 


employers and Federal Government contributions equivalent to one-fifth of the total 


employee-employer contributions, together with interest on investments, are credited, 
and to which benefits and other payments under the Act are charged. 


Financial statements showing the state of the Fund at the end of the fiscal year and 
the operations of the Fund during the year are prepared annually by the Commission. 


In our 1960 and subsequent Reports attention was drawn to the fact that the Act does 


not require that these financial statements be audited. The Public Accounts Committee 
made reference to this in its Fifth Report 1961, Fourth Report 1963 and Fourth Report 
1964 (see Appendix 1, item 9) recommending that these statements be required by statute 
to be prepared by the Commission and reported upon by the Auditor General. Although 
the Act has not yet been amended, the Commission has submitted its financial statements 
for the past five years to the Audit Office for examination, and the statements for the 
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year ended March 31, 1966, together with our report thereon to the Minister of Labour, 
are reproduced in the Public Accounts, Volume IT, pages 44.6 to 44.9, 


The following is a comparative summary of the Fund’s transactions for the past three 
years, together with the year-end balance at the credit of the Fund: 


1965-66 1964-65 1963-64 
Receipts— 
Contributions from employers and employees .$ 328,318,000 $ 310,751,000 $ 296,586,000 
Contributions from Government of Canada ... 65,664,000 62,150,000 59,317,000 
Other MNGOMe css. neeiuga te ae ce Varies eee 4,817,000 1,914,000 1,172,000 
398,799,000 374,815,000 357,075,000 
Disbursements— 
Benefit payments .......+-ssceeederesstnecece 297,813,000 335,030,000 365,655,000 
Interest on advances ......-..-sereecceeecrees — 163,000 238,000 
297 813,000 335,193,000 365,893,000 
Excess of receipts over disbursements ......---- $ 100,986,000 $ 39,622,000 $ (8,818,000) 
Balance at credit of the Fund ........-.-+++++: $ 141,483,000 $ 40,497,000 $ 875,000 


The annual disbursements shown above do not include the administrative expenses 
of the Commission which are charged to Unemployment Insurance Commission Vote 1 
in accordance with section 10 of the Act. These expenses amounted to $32,374,000 in 
1965-66 compared with $54,254,000 for the preceding year. This latter figure, how- 
ever, includes administrative expenses of the National Employment Service estimated at 
$21,612,000, so that the comparable figure attributable to unemployment insurance 
activities for 1964-65 is $32,642,000. Other administrative expenses which are not in- 
cluded are the value of accommodation for the Commission’s offices throughout Canada, 
contributions to the Public Service Superannuation Account, accounting services provided 
by the Comptroller of the Treasury and other services provided by government depart- 
ments, all of which were estimated at $6,614,000 ($6,421,000 for 1964-65 excluding 
National Employment Service expenses). 


Despite higher salary and wage rates in 1965-66, total administrative expenses were 
slightly lower than those of the preceding year. This was due mainly to expenses as- 
sociated with a program of registering employees insured under the Unemployment In- 
surance Act being some $1,500,000 lower than those incurred in the previous year and to 
the fact that 47 local, branch or zone offices were closed during the year. The program 
of converting old insurance registration numbers to new, begun in 1963-64, was virtually 
completed in 1964-65 and costs of $955,000 incurred on the registration program in 
1965-66, which was continued primarily for the purpose of registering applicants under 
the Canada Pension Plan, were recovered from the Plan. Also recovered from the Canada 
Pension Plan were a percentage of the operating costs of the central index section and an 
administration overhead charge. These, subject to adjustment in the following year, 
totalled $405,000. 
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Reference was made in last year’s Report (paragraph 72) to the installation of 
electronic data processing equipment in a centralized claims payment centre in Winnipeg 
to handle payment of unemployment insurance benefits for the Prairie Region and to 
its abandonment, in June 1965, due to unsatisfactory performance. Further studies have 
since been carried out in Ottawa with the aim of developing a computer-oriented claims 
pay system which could eventually be operational in each of the Commission’s five 
regional offices and possibly, at a later date, on a national rather than a regional basis, and 
studies are continuing along this line. 


In 1965-66 receipts of the Unemployment Insurance Fund exceeded disbursements, 
the surplus amounting to $100,986,000 compared with a surplus of $39,622,000 in 1964-65 
and a deficit of $8,818,000 in 1963-64. This substantial improvement, which is a continua- 
tion of an upward trend which commenced in 1961-62, is attributable to fewer benefit 
payments and claimants having shorter periods on claim in each year. Comparisons 
follow: 


1965-66 1964-65 1963-64 
Average monthly percentage of the insured population 
CLAW NN Meal) CIC LiL MRE ease a, octets loyanstve etecnoys carsvsvondae. © a0Ceace 6 5.5% 6.3% 7.2% 
Number of initial benefit claims allowed ............ 1,036,102 1,135,931 1,197,421 
Average number of benefit weeks paid .............. 12.6 13.0 Bill 
Average weekly benefit rate paid .................00085 $24.55 $24.55 $24.49 


All security transactions of the Fund in the year were in a special Government of 
Canada issue which is redeemable at par subject to 30 days notice, and thus no gains 
or losses on sales were incurred. 


In keeping with past practice, we reported to the Chief Commissioner on each of the 
examinations of field offices made during the year. Prompt attention was given to all audit 
observations raised and corrective action was taken where required. Our examinations are 
designed primarily to test the adequacy of internal control over contributions, other in- 
come, benefit payments and the collection of overdue contributions, penalties and benefit 
overpayments. The extent to which adjudication of claims complies with the provisions 
of the Act and regulations is also tested. In appraising the validity of benefit awards, no 
attempt is made by the Audit Office to verify the accuracy or completeness of information 
regarding claimants contained in the records of the Commission, beyond questioning 
apparent deficiencies in these records. This aspect of the verification of claims is carried 
out by the Commission’s own investigation-enforcement staff. 


No attempt is made by this Office to audit the accounts of employers to see that 
employer-employee contributions are fully made to the Unemployment Insurance Fund 


_ and that each worker is credited with the proper contributions. These records are verified 


_ by the Commission’s internal audit division. 


242. Yukon Territorial Government. The Yukon Act, 1952-53, ¢.53, provides for the 


_ appointment by the Governor in Council of a chief executive officer for the Territory to be 


known as the Commissioner and for the election of a Council composed of seven members. 


' The Commissioner in Council is empowered by the Act to make ordinances for the gov- 
ernment of the Territory in those fields normally within provincial jurisdiction. 
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The accounts and financial transactions of the Territory are subject to examination 
by the Auditor General of Canada in accordance with section 26 of the Act. An amend- 
ment to the Act (1966-67, c. 28) provides for the preparation of an annual report, called 
the Territorial Accounts, to include a report on the financial transactions of the year, 
certain financial statements and supporting and additional information. A further require- 
ment is that the Auditor General report annually to the Council the result of his examina- 
tion in a specified manner which includes certification of the financial statements. 
Accordingly, my report to the Council for the year ended March 31, 1966 was made in 
compliance with the amended legislation. 


The following is a summary of expenditure and revenue of the Government of the 
Yukon Territory for the year ended March 31, 1966, with comparable amounts for the 
preceding year: 

Year ended March 31 


1966 1965 
Expenditure— 
1 Tee hs a I aCe PIMOS i ee $ 1,859,000  $ 1,606,000 
Capital projects, «.t...<vonmecuee y> 177m Pie Baia a eras 2,727,000 1,595,000 
Roads, bridges and public works ........+-eeeeeee eres eee e see eees 1,452,000 1,356,000 
Yukon Hospital Insurance Services .......eeeeeee sees tees eeee eens 651,000 668,000 
Welfare cc ia wisacace 4 ous s0s lecatece eialees igraun eile aeienea eRe" onal cae ersioraraeas Gas 486,000 445,000 
Justice. |. fcdeth Deas ones ompeteae feared: pre ae ap Sopa ee die eos 482,000 538,000 
Vocational training ....8 22d. pene is «elle ne ee ete minige reas 351,000 302,000 
Municipal and area development .......+.ssersee etree cere teee cess 337,000 290,000 
Health cn sigs acc ales Sikes = muetepew miei ers ens Sle ote aerate tarsal aes 290,000 301,000 
Tioane inberest, "| joc ten dees ame aise fre Greer a eee one srw cose cars 332,000 267,000 
Other ccc ce, el Pa A teicher tien ectihas ogaenoannatobary 849,000 669,000 
9,816,000 8,037,000 
Revenue— 
Federal grants: 

Operating rp]. Pies wate aerecalvia olatoseter sents) sbstacetal chee ate taheraneenronsrenn 4 anear 2,111,000 1,868,000 
liners Ghoakoaabamnteyl sonnchudecocockoaoe cuoapadcdcguocdocobusosob. 518,000 434,000 
eG 2,629,000 2,302,000 
Mase TEV SIU Cresta = syste cetusus eee Sten ten rei paclial teteney ert kdedekole kok tet el erent 906,000 969,000 
Liquor profits: .ty.dececjcue O) + aan as smears yee eek tiaras 927,000 884,000 
TAICeNCE  TEVEMUE! cya cee cutie ctelonehereheic eee Nee cneetete rel Mer ero hselnoteoreares 291,000 286,000 
(Oy) ae OR RC Pena | Ohne ouitodioog droa ce bo cde ¢ 366,000 316,000 
2,490,000 2,456,000 

Expenditure recoveries: 
Capital. projects, fay cuss et seeds ae isk eeiyoeashte a apart oar 1,063,000 840,000 
Roads, bridges and public works ........ccce sees cece eee ee eeees 973,000 821,000 
Lehb ler: Rnic)s aeenennen ae ewe nS on ee Pe Ons So bdo dun Goto. o.agno Gna dC 469,000 447,000 
Yukon Hospital Insurance Services .......0-. cess seer eee eeeeee 403,000 439,000 
OL at=) een rE lr AE AO Ae ones Odeo Oa UIC OUleO 0 OOO COD TOON 587,000 530,000 
8,495,000 8,077,000 
8,614,000 7,834,000 


Excess of expenditure Over reVENUE ..... cece ee eee ee eee eee teeter eeees $ 1,202,000 $ 203,000 
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Loans repayable to the Federal Government at the close of the year amounted to 
$8,540,000, an increase of $1,685,000 over the preceding year’s total of $6,855,000. 


Under the Federal-Territorial financial agreement for the five-year period ending 
March 31, 1967, Canada agreed to make certain annual payments to the Territory in 
return for which the Territory agreed to refrain from imposing, levying or collecting 
individual and corporation income taxes and succession duties. One of the payments for 
which the agreement provides is an amortization subsidy in respect of outstanding loans. 
For the year ended March 31, 1966 an amount of $518,000 was involved, of which $263,000 
related to interest and $255,000 was for the purpose of reducing the principal of the loans. 
A result of this particular annual payment is that the Federal] Government provides funds 
to cover the payment of interest to itself and also to repay amounts previously appropri- 
ated for the purpose of making the loans to the Territory. 


* * * * % 


I wish to record my appreciation to all members of the staff of the Audit Office for 
their loyalty and devotion to duty during the past year. 


On February 3, 1966 one of my Directors, Mr. Stewart E. Chapman, commenced a 
well earned retirement after thirty-seven years service in the Audit Office. Mr. Chapman 
enjoyed excellent working relationship with the various departments and was held in 
high regard by all members of our staff. 


On January 1, 1966 Mr. George Long was appointed Assistant Auditor General 
after serving in an acting capacity following secondment of Mr. Ian Stevenson, Assistant 
Auditor General, to the North Atlantic Treaty Organization Board of Auditors for 
Infrastructure Accounts. 

A. M. HENDERSON 
Auditor General of Canada. 


November 30, 1966. 
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APPENDIX 1 


RECOMMENDATIONS AND OBSERVATIONS BY THE 
STANDING COMMITTEE ON PUBLIC ACCOUNTS NOT YET 
IMPLEMENTED OR DEALT WITH BY EXECUTIVE ACTION 


Fourth Report 1963—presented to the House on December 19, 1963 


_ SECOND CLASS MAIL. The Committee expressed its belief that early consideration should 


be given by Parliament to ways and means of covering the loss of the Post Office 
Department in handling second class mail and requested the Auditor General to keep 
the matter before Parliament in his annual Reports in order that subsequent committees 
may give consideration to it. 

In its Fourth Report 1966 the Committee stated that it feels that there is something 
wrong when no action has been taken with respect to, and apparently very little con- 
sideration given to, its recommendation on this matter. The Committee first drew the 
matter to the attention of the House in its Third Report 1958 and, while minor changes 
have been made, the annual loss has continued to increase and the Committee is of the 
opinion that sufficient consideration has not been given to the solution of this problem. 
It considers it essential that the Post Office Department or Parliament immediately 
find ways and means of covering the loss of the Post Office Department in handling 
second class mail without this being done at the expense of other classes of mail, keeping 
in mind, however, the need of assistance to small independently-owned newspapers cir- 
culating in rural areas. See paragraph 114 of this Report. 


_ DEPARTMENTAL OPERATING ACTIVITIES. The Committee reiterated its belief that it would 


be desirable, in order that Members may have a clear understanding of the true financial 
results of departmental trading and servicing activities, were overall financial statements 
reflecting these activities to be included in the Public Accounts, provided this can be 
done without undue cost or staff increases. The Committee requested the Auditor 
General to continue to keep the development of this objective under close surveillance 
and to report thereon to the Committee in due course. See paragraph 216 of this Report. 


_ INTERNAL FINANCIAL CONTROL. The Committee requested the Auditor General to continue 


his examinations into the important area of internal financial control and to report 
further to the House on steps taken or which should be taken to improve financial 
management in the various departments, Crown corporations and other instrumentalities. 


_ UNEMPLOYMENT ASSISTANCE. The Committee shared the opinion of the Deputy Minister 


of Welfare and the Auditor General that consideration should be given by Parliament to 
redrafting the Unemployment Assistance Act so as to state more clearly the objectives 
and methods of achieving them and to remove ambiguities in the present law which 
have resulted in varying interpretations. It believed that consideration should also be 
given to including with Unemployment Assistance other existing programs to assist the 
needy so as to provide better co-ordination of federal-provincial efforts in this field. 
See paragraph 97 of this Report. 


Fourth Report 1964—presented to the House on July 28, 1964 


_ FINDINGS OF THE ROYAL COMMISSION ON GOVERNMENT ORGANIZATION. The Auditor General 


referred to the numerous and widespread findings made public in 1962 and 1963 by 
this Royal Commission as a result of its examination into the organization and | 
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methods of operation of departments and agencies of the Government. He reminded the 
Committee that where administrative action has caused or contributed to waste of 
public money, it is his duty to report such cases as he considers should be brought to 
the notice of the House. He pointed out that while some instances come to his attention 
directly during the course of his audit work, others are indirectly brought to light by 
action on the part of the administration itself in the course of examining its own opera- 
tions, as for example, through the medium of internal auditing. 


By the same token, he considers it to be his duty to study reports prepared by or 
for the managements of departments and agencies, as are by law available to him, 
directed toward the saving of public money by the elimination of wasteful practices and 
unnecessary or uneconomical operations. To the extent such reports correctly indicate 
where and how savings could be made, the Auditor General considers he has a 
responsibility to Parliament to follow through in all such cases and ascertain what 
action has been or will be taken toward achieving such savings, or if no action is to be 
taken, to inquire why. On the other hand, he does not conceive it to be his responsibility 
to assess the practicability of any specific recommendations made because, in his view, 
the decision with respect to the extent to which, or the ways in which, such recommenda- 
tions can and will be implemented must always be the sole responsibility of management. 


With regard to the findings of the Royal Commission on Government Organiza- 
tion, the Auditor General believes it to be of considerable importance that those relating 
to outdated procedures, uneconomical operations and wasteful practices be effectively 
dealt with, not only in the interests of improving efficiency but because of the sub- 
stantial savings of public funds which could result. It is the opinion of the Committee 
that not only does this lie within the statutory responsibilities of the Auditor General 
but that the Auditor General’s concept of his responsibilities in this matter is in accord 
with the intent and wishes of Parliament. See paragraph 7 of this Report. 


- THE FORM AND CONTENT OF THE ESTIMATES. In its Third Report 1963 tabled in the House 


on December 19, 1963 the Committee made four recommendations of which the follow- 

ing two have not yet been implemented: 

(a) inclusion of supporting financial information of Crown corporations and other public instrumen- 
talities in the Details of Services for the purpose of providing better information to the Members 


and to the public with respect to the nature of the fiscal requirements of the Crown corporations 
and other agencies requiring financing by parliamentary appropriations; and 


(b) inclusion of brief notes in the Estimates explaining proposed major increases in the size of staff 
establishments of all government departments and the Crown corporations and other public 
instrumentalities referred to under clause (a) above. 


The Secretary of the Treasury Board explained to the Committee that he had not 
yet been able to discuss with any of the Crown corporations or public instrumentalities 
the practicability of including supporting financial information in the Estimates with 
respect to their operations. He undertook to do so and to advise the Auditor General 
for the information of the Committee. 


The members of the Committee were glad to learn from the Secretary of the 
Treasury Board that he supported the recommendations made under this heading by 
the Auditor General in his Reports to the House. The Committee believes that there 
is room for improvement in the Estimates presentation designed to provide more 
informative description and more complete disclosure of pertinent supporting detail— 
information which, in the opinion of the Committee, is essential if Parliament is to be 
in a position to give the Estimates the close study and consideration they deserve. 
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LIVING ALLOWANCES TO FEDERALLY-APPOINTED JUDGES. In its Fourth Report 1963 the 
Committee had noted that in cases where judges were appointed from time to time as 
conciliators or arbitrators on boards, they were paid living allowances of $60 a day in 
addition to actual out-of-pocket expenses for transportation, parlour and pullman car 
accommodation and taxicabs. The Committee was of the opinion that a daily rate at 
this level could be regarded as including an element of remuneration which would be 
contrary to subsection (1) of section 39 of the Judges Act. It had therefore recommended 
that if additional remuneration was to be paid to judges appointed for the purposes 
described above, the approval of Parliament for payment of such additional remunera- 
tion should be sought. 

The Committee recorded that, despite this recommendation, a case had since 
been noted where a rate of $100 a day was approved on May 7, 1964 by the Treasury 
Board and the Governor in Council on the recommendation of the Department of 
Labour. 

The Committee reiterated the recommendation made in its Fourth Report 1963 
that if additional remuneration was to be paid to judges appointed as conciliators or 
arbitrators on boards established to deal with disputes affecting employers and their 
employees, the approval of Parliament for payment of the additional remuneration 
should be sought. See paragraph 71 of this Report. 


_ GOVERNOR GENERAL’S SPECIAL WARRANTS. The Committee recommended that a study 


be made of Governor General’s special warrants. See paragraph 48 of this Report. 


_ UNEMPLOYMENT INSURANCE FUND AND ITS ADMINISTRATION. The Committee stated its 


opinion that it is in the public interest that the Government’s consideration of the report 
of the Committee of Inquiry be completed as soon as possible, and that the Government 
bring forward promptly such proposals as it may deem necessary to deal with the 
problems raised by the report. 

The Committee also reiterated the additional recommendation made in its Fourth 
Report 1963 that preparation of the annual financial statements for the Unemployment 
Insurance Fund should be made a statutory responsibility of the Unemployment Insur- 
ance Commission and that the statements should be reported on by the Auditor 
General. See paragraph 241 of this Report. 


OFFICE OF THE AUDITOR GENERAL. In the opinion of the Committee, it is fundamental 
that this independent auditing office be strong, capable, efficient and equipped to 
operate in accordance with the high standards of independence and objectivity expected 
of professional accountants, with respect to the legal duties. 

In its Third Report 1966 the Committee reiterated its opinion that as an officer 
of Parliament the Auditor General should have the right to recruit the professional and 
senior staff he needs in the same independent manner as do other officers of Parliament 
and added that the Auditor General’s establishment should continue to be set in the 
same manner as government departments. See paragraph 8 of this Report. 


Fifth Report 1964—presented to the House on August 5, 1964 


Canadian Broadcasting Corporation 


REPORT OF THE ROYAL COMMISSION ON GOVERNMENT ORGANIZATION. The Committee 
recommended that the Secretary of State table an official memorandum in the House 
presenting the views of the Canadian Broadcasting Corporation and its replies to each 
of the matters dealt with by this Royal Commission in its Report 19 and that this be 
done before the estimates of the Corporation are considered by the House. See para- 
graph 192 of this Report. 
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Sixth Report 1964—presented to the House on October 20, 1964 


NATIONAL DEFENCE ADMINISTRATIVE REGULATIONS AND PRACTICES. The Committee 
expressed the hope that the changes which have been made or are in the process of being 
made in the Armed Forces’ administrative regulations will bring about the desired 
results. It requested the Auditor General to inform the House of any case where the 
changes appear to be inadequate or where abuse and waste of public funds develop. 
See paragraphs 76 and 77 of this Report. 


UNAUTHORIZED USE OF CROWN-OWNED VEHICLES. The Committee recommended that the 
regulations be amended to provide for uniform penalties of sufficient magnitude, applic- 
able to all personnel, to act as a real deterrent to the unauthorized use of Crown- 
owned vehicles. 


FINANCIAL ASSISTANCE TO TOWN OF OROMOCTO. The Committee recommended to the 
Department of Finance that consideration be given to writing off to expense certain 
loans made to the Town. 


ASSISTANCE TO PROVINCES BY THE ARMED FORCES IN CIVIL EMERGENCIES. The Committee 
noted that certain provinces had not settled outstanding accounts with the Department 
of National Defence relating to assistance provided by the Armed Forces in civil 
emergencies in prior years. It also noted that as the Department had not been successful 
in collecting the accounts, they had been referred to the Executive for direction but such 
direction had not as yet been received. The Committee directed the Auditor General 
to inform it of the final outcome of these matters. 


PENSION AWARDS EFFECTIVE AT EARLY AGE. The Committee noted that the Department 
of National Defence has been conducting a general review of the benefits payable under 
the Canadian Forces Superannuation Act and has been considering the advisability of 
introducing deferred pensions similar to those provided for under the Public Service 
Superannuation Act and that this review is continuing. The Committee requested the 
Auditor General to keep it informed as to the progress being made in the introduction 
of deferred pension benefits for servicemen retiring at comparatively early ages. 


In its Sixth Report 1966 the Committee noted that the departmental studies were 
almost complete but that it would take some time for the Department to examine 
them and arrive at conclusions. The Committee requested the Auditor General to keep 
Members of the House informed of the progress being made. See paragraph 81 of this 
Report. 


DISCRETIONARY AWARDS OF SERVICE PENSIONS. The Committee noted that the Department 
of National Defence is making a study in an endeavour to achieve a system under 
which the entitlements to all pensions would be specific which, if this were possible, 
would eliminate the considerations of the Pension Board which is now responsible for 
establishing reasons for release. The Committee requested the Auditor General to advise 
it in due course of any action taken to revise the present system. 

In its Sixth Report 1966 the Committee, while noting that the study had been 
stopped pending completion of integration of the Armed Forces, again expressed the 
opinion that it is desirable that entitlement to all pensions be specific and requested the 
Auditor General to continue to keep the Members of the House informed of the progress 
being made by the Department toward revising the present system. 


ERRORS IN PUBLIC SERVICE SUPERANNUATION ACCOUNT PENSION AND CONTRIBUTION 
CALCULATIONS. The Committee expressed concern that this matter (first drawn to the 
attention of the Department of Finance by the Auditor General in 1959), which it 
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regards as being very serious, is taking so long to be corrected. It requested the Auditor 
General to keep it fully informed. 

In its Seventh Report 1966 the Committee noted that immediate steps were being 
taken to include in the internal auditing procedures of the Superannuation Branch an 
examination of the employee’s contributions in relation to his salary and the documents 
on file. It requested the Auditor General to continue to keep it fully informed. See 
paragraph 63 of this Report. 


INTEREST CHARGES ON LOANS TO THE NATIONAL CAPITAL COMMISSION. The Committee 
recorded how, in its Fourth Report 1963, it had expressed the view that since outlays on 
properties such as those held by the National Capital Commission are expenditures of 
the Crown rather than income-producing investments, it would be more realistic were 
Parliament asked to appropriate the funds in the years in which properties, which are 
not to be specifically held for resale, are to be acquired, instead of leaving the expenditure 
involved in the repayment of loans to be absorbed in future years. 

After hearing further evidence, the Committee stated it continues to hold the view 
that outlays on properties such as these are expenditures of the Crown rather than 
income-producing investments, and that Parliament should be asked to appropriate 
the funds in the years in which the properties are to be acquired. It pointed out that if 
this were done it would eliminate the need for Parliament to appropriate funds to the 
Commission to service loans made under the present practice. The Committee repeated 
its request that the Department of Finance review the existing practice with the 
National Capital Commission with a view to placing the financing of the Commission 
on a more realistic basis. 

In its Seventh Report 1966 the Committee repeated its views on this matter and 
stated that it was glad to note the undertaking of the Department of Finance to review 
and discuss the accounting treatment involved with the Auditor General. See also item 
41 of this Appendix and paragraphs 172 and 207 of this Report. 


ACCOUNTS RECEIVABLE. The Committee expressed concern that weaknesses exist in the 
internal control with respect to accounts receivable and suggested that the Treasury 
Board have the matter studied with a view to ensuring that amounts due to the Crown 
are adequately recorded, that an accounts receivable control system is instituted and 
that collection procedures are tightened up and firmly enforced. See paragraph 173 of 
this Report. 


INDIRECT COMPENSATION TO CHARTERED BANKS. The Committee recalled that, in its 
Fourth Report 1963, it had advised the House that it was in agreement with the view 
of the Auditor General that the arrangement existing between the chartered banks and 
the Government of Canada does constitute indirect compensation to the chartered banks 
and that this may be construed as being contrary to the intent of section 93(1) of the 
Bank Act. 

The Committee reiterated its belief that, if the banks are to be compensated for 
services provided to the Crown, consideration should be given to the most equitable 
manner in which this may be done, with statutory sanction being given by means of 
an appropriate amendment to the Bank Act, possibly at the time of the decennial 
revision in 1965. 

In its Seventh Report 1966 the Committee noted that notwithstanding this recom- 
mendation, Bill C-222, An Act respecting Banks and Banking, given first reading on 
July 7, 1966, includes a provision under subclause (2) of clause 93 designed to permit 
the continuation of the practice of compensating the banks indirectly for services 
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provided to the Crown by keeping non-interest-bearing funds (currently an aggregate 
of $100 million) on deposit with them. 

In the opinion of the Committee the proposed amendment does not meet the recom- 
mendation of the Committee and it requested the Department of Finance to provide 
to the Committee an explanation as to why it considers that an amount of $100 
million should be left on deposit with the chartered banks free of interest, and why, 
if it considers that the chartered banks should be compensated for the service provided 
by them to the Government, it has not recommended that subsection (1) of section 
93 of the Bank Act be amended to permit this, and also what other means of com- 
pensating the banks for services rendered were considered and the reasons why they 
are being discarded. See paragraph 62 of this Report. 


THE CANADA couNCcIL. The Committee stated that, in its Fourth Report 1963, it had 
noted that the Council proposed to accept the 1956 census as a basis for distribution of 
the profits realized and interest earned on the University Capital Grants Fund and also 
to accept the “hotch-pot” or trust fund approach to this distribution. Because of doubts 
expressed by other legal counsel and the Auditor General as to the propriety of applying 
these bases, the Committee had postponed further consideration of the matter. 

The Committee was informed that in the interim the Council had proceeded to 
allocate and distribute funds resulting from profits realized and interest earned on the 
foregoing bases. The Committee regarded the approach as a reasonable one, but because 
of the conflicting views held as to whether the action taken is ultra vires of sub- 
section (2) (b) of section 17 of the Canada Council Act, recommended that steps be 
taken to seek amending legislation to provide clear authority for the Council to use the 
1956 census and the “hotch-pot” approach in the distribution of interest and profits in 
respect of the University Capital Grants Fund. 

In its Third Report 1966 the Committee again reiterated its recommendation and 
requested the Canada Council to formally request the Government to give consideration 
to the required amending legislation with the object of having it considered by Parlia- 
ment prior to the final closing out of the University Capital Grants Fund. See paragraph 
230 of this Report. 


Seventh Report 1964—presented to the House on December 7, 1964 
Surplus Assets Disposal 


The Committee expressed deep concern that while physical inventory quantities are 
maintained and are readily available in respect of all of the equipment and supply items 
maintained by the Department of National Defence, the purchase cost of the materials, 
including supplies and equipment stores at supply depots and at repair and overhaul 
contractors’ establishments, is not available. In accordance with sound business practice, 
it would be reasonable to ascertain, for the purposes of financial management control, 
the value of the inventory and what it costs to store and handle such an inventory. 
While the Committee expressed its satisfaction with the supervisory methods exer- 
cised by the Department of National Defence over its physical inventory quantities, 
it did not see how the Department can perform a really effective job of inventory 
management without knowing the value of the inventory and what it costs to carry it. 
Furthermore, the lack of any cost or carrying values has rendered it difficult for the 
Committee either to form any reasonable estimate of the value of the supplies on hand 
or to determine what would seem to be a reasonable inventory level for a department 
the size of the Department of National Defence to maintain for the requirements of the 
three Armed Forces. In this connection it should be borne in mind that appropriations 
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approved for the Department of National Defence have aggregated an average of $1,646 
million annually, of which $421 million related to equipment, materials and supplies, 
over the past five years so that it does not seem unreasonable for the Committee to ex- 
pect that some maximum dollar figure of values should be established to govern the size 
of the inventory. It was explained to the Committee by the officials of the Department 
of National Defence that the Department has been studying this matter for some time 
and the hope is entertained that it will be possible in due course to record the dollar value 
of this stock subject to the extent to which the recommendations of the Royal Com- 
mission on Government Organization are implemented in the years ahead. The Com- 
mittee found general agreement that the determination of this would contribute materi- 
ally to an improvement in the management of an inventory of this size. 
The Committee made four recommendations of which the following has not yet been 

implemented: 

that every effort be made by the Executive to introduce at as early a date as possible an 

effective accounting change in the operations of the Department of National Defence where- 

by inventory quantities can be costed on acquisition and recorded in the quarterly or 

periodic inventory listings made by the Department. 


Eighth Report 1964—presented to the House on December 7, 1964 


HOSPITAL CONSTRUCTION GRANTS. The Committee stated it shared the opinion of the 
Deputy Minister of National Health and the Auditor General that, since it is inherent in 
the Hospital Construction Program that commitments be entered into for future years 
as well as the current year, the financing of the program be placed on a period-of-years 
basis with parliamentary control being exercised over the total commitments that may 
be entered into. 


AWARDS UNDER THE PENSION ACT. The Committee made the following recommendations 

designed to clarify the Act (see paragraph 140 of this Report): 

(a) that the extent of the powers delegated to the Commission under section 25 of the Act, “to 
erant a compassionate pension, allowance or supplementary award in any case that it considers 
to be specially meritorious” where the applicant is otherwise unqualified to receive such an award, 
be clarified by defining the term “specially meritorious”; 

(b) that the ambiguity under the Act whereby section 40 (2) appears to contemplate that a pension 
in respect of death of a member of the forces be limited to a single class of recipient whereas 
other sections of the Act provide that payments in respect of a death may be made concurrently 
to a widow (section 37), children (section 26) and parents (section 38), be eliminated ; 

(c) that the inconsistency apparent under section 38 of the Pension Act where pensions awarded to 
widowed mothers under subsection (3) thereof, which requires that the parent must be incapac- 
itated by mental or physical infirmity from earning a livelihood, are by reason of subsection 
(7) being continued in payment even though the widowed mothers have subsequently been 
able to undertake full-time employment, be removed; 

(d) that consideration be given to adding a section to the Pension Act similar to section 18 of the 
War Veterans Allowance Act to deal with cases where it appears to the Commission that there 
had been a deliberate disposal of property for the purpose of qualifying for a dependent parent 
award; 

(e) that, having regard for section 40 (1) of the Pension Act which provides that no person shall be 
awarded more than one pension in respect of death, the Commission reconsider the legality 
of its decision to permit an award to a dependent parent of a second pension in respect of the 
death of a child after the rights to a pension awarded in respect of the death of another child 
have been lost under the terms of section 45 (2) of the Act. 


WAR VETERANS ALLOWANCES. The Committee made the following recommendations (see 

paragraph 141 of this Report): 

(a) the Committee, after taking note of the increasing number of overpayments arising mainly from 
veterans making false or misleading statements, and of the fact that, although 80 such cases 
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had been referred to the Board by the Auditor General in 1962 and 1963, in none of these had 
legal action been instituted, recommends that all cases of deliberate deception which come to 
notice be vigorously prosecuted; 


(b) that the Act should be amended to recognize mortgages receivable and agreements for sale as 
either personal property or an interest in real property. In the meantime, where it appears to 
the Board that the terms of a mortgage receivable or agreement for sale are unrealistic in 
relation to the life expectancy of the individual and the going market rates, the Board should 
deem the return from these assets to be at a reasonable monthly rate; 


(c) that in cases where the presence of a child is the reason for an award at married rates, the 
income of the child, except income specifically exempted under the Act, be taken into account 
in determining the amount of the award. 


AMENDMENTS TO THE CUSTOMS ACT AND THE EXCISE TAX Act. The Committee made four 
recommendations of which the following two have not yet been implemented (see para- 
graph 105 of this Report): 
(a) Sales of goods unclaimed at Customs— 
that the practice of the Department in waiving all or part of whatever storage charges are 
applicable in order that at least the duties may be recovered be given statutory sanction 
by means of an appropriate amendment to section 23 of the Customs Act. 


(b) Determination of ‘sale price’ for sales tax purposes— 
that an amendment be made to the Excise Tax Act designed to give statutory sanction 
to the existing scheme of valuation followed by the Department of National Revenue in 
authorizing manufacturers by regulation to compute the sales tax on less than the actual 
sale price. 


In reiterating these recommendations in its Fifth Report 1966, the Committee 
stated that it was disturbed that no attention had been paid to them. The Committee 
then made one additional recommendation: 


(c) Refund of duty paid on goods diverted to use other than that for which they were imported— 
that an amendment be made to the Customs Act to give statutory sanction to the practice 
of the Department of granting refunds of duty in cases where goods were entered under 
an item of the tariff, upon payment of duty at the rate applicable to such goods, and 
subsequently diverted to a use which would have entitled them to entry under a different 
tariff item had they then been imported. 


GENERAL ELECTION EXPENDITURE. The Committee noted the practice followed over the 
years of making accountable advances to election officers for the payment of office 
rental and various other expenses incurred in connection with an election. It noted that 
the Chief Electoral Officer in his report to the Speaker of the House of Commons on the 
1962 general election had recommended that the Canada Elections Act be amended to 
provide for the payment of an accountable advance to an election officer, limited to an 
amount which might be necessary to defray such office and other incidental expenses as 
may be approved under the tariff of fees, costs, allowances and expenses. 

The Committee recorded its support of this recommendation by the Chief Electoral 
Officer and expressed the hope that the amendment will be considered by Parliament at 
an early date. See paragraph 57 of this Report. 


ACCOUNTS NOT EXAMINED BY THE AUDITOR GENERAL. The Committee noted that although 
this officer of Parliament is the auditor of the majority of the Crown corporations, it has 
not been the practice of successive governments to appoint the Auditor General the 
auditor of seven of the Crown corporations and other public instrumentalities and that 
therefore their accounts have not been examined and reported upon by him to the House. 
The Committee expressed its belief that it would be in the best interests of Parliament 
in its control of public funds were the Auditor General empowered to audit the accounts 
of all of the Crown corporations, agencies and public instrumentalities owned or con- 
trolled by the Crown. wherever they may be, and to report thereon to the House. 
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The Committee therefore recommended: 


(a) that the Auditor General be appointed either the sole auditor or a joint auditor pursuant to sub- 
section (2) of section 77 of the Financial Administration Act, of each Crown corporation, agency 
and other public instrumentality in respect of which other auditors have been or may be 


appointed ; 
(b) that in cases where such other auditors are appointed, they function as joint auditors with the 
Auditor General, and that such appointments be made by the Government. 


In its Third Report 1966 the Committee repeated this recommendation. See para- 
graphs 8 and 188 of this Report. 


AUDIT OF THE OFFICE OF THE AUDITOR GENERAL. The Committee noted that pursuant to the 
provisions of section 75 of the Financial Administration Act, an officer of the public 
service nominated by the Treasury Board examines and certifies to the House of Com- 
mons in accordance with the outcome of his examinations the receipts and disburse- 
ments of the Office of the Auditor General. 

The Committee recommended that this section of the Financial Administration Act 
be amended to provide that the receipts and disbursements of the Office of the Auditor 
General be examined by a qualified person nominated by Parliament through its Stand- 
ing Committee on Public Accounts, and that such person should report thereon to the 
House of Commons. 

In its Third Report 1966 the Committee reiterated this recommendation. See para- 
graph 8 of this Report. 


Third Report 1966—presented to the House on June 28, 1966 


THE ST. LAWRENCE SEAWAY AUTHORITY. The Committee expressed concern regarding the 
transaction referred to in paragraph 125 of the Auditor General’s 1965 Report which 
involved a piece of property expropriated in 1955 with the expropriation being abandoned 
early in 1956. The property was eventually purchased in 1964 at a substantially higher 
price. On November 8, 1966 the Committee asked a subcommittee to inquire into this 
transaction and to report back to the main Committee. See paragraph 214 of this Report. 


SALARY OF THE AUDITOR GENERAL. The Committee noted that whereas the salaries paid 
to the senior deputy ministers and others were substantially increased with effect from 
December 1, 1965, no proposal has been made to the House by the Government to adjust 
the salary of the Auditor General whose salary is fixed pursuant to section 65(2) of the 
Financial Administration Act. 

In order to render the Auditor General independent of the Executive in this regard, 
the Committee recommended that section 65(2) of the Financial Administration Act be 
amended to provide that the Auditor General shall out of the Consolidated Revenue 
Fund be paid a salary not less than the highest amount being paid to a senior deputy 
minister in the public service of Canada. See paragraph 8 of this Report. 


SEPARATE ACT OF PARLIAMENT. The Committee is of the opinion that all of the character- 
istics, duties and functions of the Office of the Auditor General should be set out in a 
separate Act of Parliament governing this Office instead of being a part of the Financial 
Administration Act. 

The Committee requested the Auditor General to consult his legal advisers and to 
co-operate with them in drafting such an Act for submission to the Committee and to the 
Government. See paragraph 8 of this Report. 
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STANDING COMMITTEE ON PUBLIC accounts. The Committee has studied an arrangement 
in Australia whereby the Public Accounts Committee is appointed under an Act of 
Parliament instead of under terms of reference by the House of Commons as is the case 
in Canada. 

The Committee believes that control of public expenditure of the size and com- 
plexity taking place in Canada today requires a Committee established by statute and 
recommended that legislation of this type be introduced in the House. 


Fourth Report 1966—presented to the House on October 17, 1966 


CHARGES FOR POST OFFICE LOCK BOXES AND BAG SERVICE. The Committee noted that certain 
Post Office patrons with a heavy volume of mail had lock boxes rented although these 
would not hold all the mail being received and bag service was being provided to the 
patron without additional charge. Such patrons are thus being provided with a free 
service which is not available to other patrons and in some instances lock boxes are tied 
up which could be used by other patrons. The Committee understands that the Post 
Office Department has been trying to solve this problem and it insists that the Depart- 
ment expedite its efforts in this connection with a view to having patrons pay equally 
for services rendered to them and wherever possible to releasing lock boxes which are 
required by other patrons. 


POST OFFICE SAVINGS BANK. The Committee noted that the Post Office Department was 
currently giving consideration to changes required in order that unclaimed balances in 
the accounts of the Post Office Savings Bank may be dealt with in a manner similar to 
that in which unclaimed balances in chartered banks are handled. The Committee con- 
curred in this action and insists that the Department bring the matter to a conclusion 
as soon as possible. See paragraph 116 of this Report. 


Fifth Report 1966—presented to the House on October 19, 1966 


POSSIBLE LOSS OF REVENUE WHEN GOODS LOSE TAX-EXEMPT STATUS. The Committee noted 
the manner in which the Customs and Excise Division of the Department of National 
Revenue places on owners and importers the onus for reporting any duty or tax which 
might become payable on non-tax paid equipment or goods. The Department maintains 
no control on such goods and consequently it is possible for equipment or goods to lose 
tax-exempt status without this coming to the attention of the Department, in which 
case there would be a loss of revenue to the Crown. 

The Committee urged the Department to strengthen its procedures wherever pos- 
sible so as to minimize any possible loss of revenue to the Crown. 


DRAWBACK PAID ON GOODS DESTROYED AFTER RELEASE FROM CUSTOMS. The Committee was 
concerned to note that it had been the practice of the Department of National 
Revenue (Customs and Excise Division) to recommend to the Governor in Council that 
duty drawbacks or remissions be made on goods “destroyed in Canada at the expense 
of the owner under Customs supervision” when section 22(6) of the Financial Admin- 
istration Act, as amended, directs that: “No tax paid to Her Majesty on any goods 
shall be remitted by reason only that after the payment of the tax and after release 
from the control of customs or excise officers, the goods were lost or destroyed.” 

The Committee is of the opinion that the Department should adopt a stricter atti- 
tude towards requests for refunds and remissions based on circumstances which lie out- 
side of normal business practice. 
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TAX EXEMPTIONS FOR PARTICULAR GROUPS. Parliament from time to time grants exemp- 
tions from sales tax and/or other taxes to institutions such as hospitals or schools and 
groups of consumers such as loggers, farmers, etc. In the course of discussions with 
departmental officers and the Auditor General, there were indications that in some 
cases the benefits of such tax exemptions are enjoyed by those whom Parliament had 
not intended to assist. The Committee is aware that special exemptions increase the 
complexities of administering the tax law but, nevertheless, it feels that the laws must 
be administered so as to ensure that exemptions granted by Parliament are applied 
only in the way Parliament intended. 

The Committee urged the Customs and Excise Division of the Department of 
National Revenue in its administration of special exemptions always to see to it that 
the benefits from these exemptions go to, and only to, those for whom Parliament 
intended them. 


CUSTOMS AND EXCISE LABORATORY. The Committee recommended that the Customs and 
Excise Division of the Department of National Revenue review its laboratory opera- 
tions in line with the Treasury Board’s objective of promoting the earning of non-tax 
revenue and that it institute a tariff of fees for services rendered for the benefit of 
exporters and/or importers designed to cover the cost of providing those services. If 
the Department, after reviewing its laboratory activities, is still of the opinion that 
establishment of a tariff of fees is not warranted, the Committee recommends that it lay 
the facts before the Treasury Board seeking the Board’s approval for the continuation 
of the laboratory as a free service. 


Seventh Report 1966—presented to the House on October 26, 1966 


LOANS AND ADVANCES REPRESENTING GRANTS TO CROWN CORPORATIONS. The Committee again 
criticized the practice of treating amounts paid to a Crown corporation, which did not 
have means to repay them, as loans and advances rather than expenditures of the 
Crown. The Committee was disturbed to learn that not only had the financing in this 
manner of the National Capital Commission not been reviewed by the Department of 
Finance as requested by it (see item 19) but the practice had been continued and 
further extended by the Department of Finance in 1965 when the House was asked 
to approve loans aggregating $14,250,000 to the Canadian Broadcasting Corporation to 
finance capital requirements which in the past were financed by grants charged to 
budgetary expenditure. 


The Committee again expressed the opinion that expenditures of this type are not 
loans or advances which can or should be regarded as revenue-producing assets but are 
in fact grants and should be charged directly to budgetary expenditure in the Public 
Accounts of Canada. The Committee noted the undertaking of the Department of 
Finance to review and discuss the accounting treatment involved with the Auditor 
General and expects the latter’s report thereon in due course. See paragraphs 54 and 56 
of this Report. 


ADVANCES TO CANADIAN CORPORATION FOR THE 1967 WORLD EXHIBITION. The Committee 
took note of the circumstances under which the Government of Canada is purchasing 
securities issued by the Canadian Corporation for the 1967 World Exhibition and guaran- 
teed by Canada and by Quebec. It noted that since the initial grants of $40 million, of 
which $20 million was provided by Canada under the Canadian Corporation for the 
1967 World Exhibition Act, were fully paid over to the Corporation in 1965 the Corpo- 
ration’s needs have been financed almost exclusively by issuance of these securities, all 
of which have been purchased by Canada. 
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The Committee recommended that amendments to the existing legislation be placed 
before Parliament and the Legislature of the Province of Quebec so that the additional 
grants required can be made by the parties concerned, namely Canada, Quebec and the 
City of Montreal. The Committee directed the attention of the House to the fact that 
unless these additional grants are provided, the Corporation’s presently estimated total 
requirement of $143 million (less $40 million already provided by Canada, Quebec and 
Montreal) will have been financed by loans from Canada and the Corporation will be 
burdened with the cost of additional interest and at the conclusion of the Exhibition 
will not have the cash resources necessary for payment of its indebtedness to Canada. 
See paragraphs 56 and 194 of this Report. 


- PRAIRIE FARM EMERGENCY FUND. The Committee believes it is important that the matters 
referred to by the Auditor General in paragraph 46 of his 1964 Report and paragraph 
52 of his 1965 Report be rectified and recommended that appropriate legislation be 
introduced as soon as possible. It requested the Auditor General to keep the matter 
before the House and the Committee. See paragraph 51 of this Report. 


Eighth Report 1966—presented to the House on November 3, 1966 


- REPAIRS AND ALTERATIONS TO CANADIAN COAST GUARD SHIPS. The Auditor General, in para- 
graph 85 of his 1964 Report, drew attention to an instance where a ship repairer com- 
menced operations under a contract involving a consideration of $43,346 but the work 
actually performed under the contract amounted to $130,851 before the ship was returned 
to service. 

The Committee appreciates the problem faced by the Department of Transport when 
ships for which certain repairs have been contracted for require additional repairs, the 
need for which is not evident until the ship is opened up. 

The Committee also appreciates the danger pointed out by the Auditor General that 
a shipyard could deliberately bid too low for the repairs specified in order to get the 
ship into its yard, and then recoup any loss sustained by including excessive profits in 
charges for the carrying out of the additional work that is found to be required after 
the ship has been opened up. The Committee feels that everything possible should be 
done to assure the Canadian taxpayer that the tender system in the case of ship repairs 
is working to ensure that costs of these repairs are not excessive, and it discussed with 
departmental officers various ways in which this continuing problem might be overcome. 

The Committee recommended that, in addition to all other methods which the 
Department might be able to employ in controlling the cost of extras, ship repair con- 
tracts be drawn up to provide that when extras are involved they shall be undertaken 
on a cost-plus or a modified cost-plus basis, the profit to be limited to the percentage 
of profit realized on the original contract price, with a proviso that no loss be suffered 
on the extras and with the entire contract subject to cost audit by government auditors. 


. COST OF SALVAGING SUNKEN VESSEL. The Committee is of the opinion that costs of recov- 
ering a sunken vessel, the oil cargo of which was a threat to waterfowl, marine life and 
coastal property, should be the responsibility of the owner of the vessel and recom- 
mended that the Department of Transport take immediate steps to introduce the 
necessary legislation so that the Crown may be protected from such costs in future. 
See paragraph 132 of this Report. 


. COST OF ABANDONED DESIGN PLANS FOR FERRY VESSEL. The Committee discussed with 
officers of the Department of Transport and the Canadian National Railways the addi- 
tional payment of $20,000 which had to be made to the architects who were preparing 
plans for a ferry vessel to operate between Newfoundland and the mainland. 
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In the opinion of the Committee this additional expenditure resulted because the 
Department and the C.N.R. had not come to an agreement as to whether the ferry 
vessel was to be a full icebreaker or simply an ice-strengthened ship, and emphatically 
stated that the Department should ensure in future that agreement is reached before 
architects are asked to proceed with the preparation of plans. 

Although the Treasury Board had approved payment to the architects of the 
final amount of $130,000 for the preparation of these plans, the Board had not been 
advised that this represented an increase of $20,000 over the amount which the architects 
had originally agreed to accept for the assignment. 


The Committee feels very strongly that the Treasury Board must be given all facts 
when it is being requested to approve of contracts, and it urges the Department to 
see that future submissions to the Board are complete in this respect. 

The Committee, recognizing that the ferries operated by the Canadian National 
Railways on behalf of the Department of Transport are in effect rail links, recommended 
that consideration be given to the assuming by the Railways of responsibility for the 
procurement of ferry vessels as is done with respect to rolling stock requirements. 


COST OF FAULTY PLANNING IN FERRY DESIGN. A non-productive payment of $55,000 
resulted when the architects working on the design of a new ferry vessel were told that 
provision would have to be made for rail car weights in excess of those contemplated 
in the original planning. 

The Committee closely questioned witnesses from the Department of Transport and 
the Canadian National Railways in an attempt to ascertain why the proper specifications 
had not been established before the architects were asked to commence work. There was 
no question in the minds of the members of the Committee that liaison between the 
Department and the Railways was not as good as it should have been, but due to 
somewhat conflicting evidence it was not possible to establish definitely with which 
organization the responsibility lay. 

The Committee requested the Department to see to it that in future, as directed 
by the Treasury Board, basic data be completely verified prior to placing it in the hands 
of architects for the preparation of plans and specifications. 


INTERNAL AUDIT GROUP—DEPARTMENT OF NORTHERN AFFAIRS AND NATIONAL RESOURCES. 
When considering inadequate accounting and financial control procedures in the Depart- 
ment, the Committee was pleased to learn that the Department had been strengthened 
by a reorganization of its total administration, including the introduction of positions 
for financial and management advisers. The Committee suggested that the reorganization 
extend to the establishment of an internal audit group with as little delay as possible. 


INADEQUATE CONTROL OF STORES AT NORTHERN LOCATIONS. Following consideration of the 
situation disclosed in paragraph 104 of the Auditor General’s 1965 Report, the Com- 
mittee stated that it regards this matter as being of the utmost importance and urged 
the Department of Northern Affairs and National Resources to establish adequate 


controls on all stores in the North with the least possible delay. See paragraph 112 of 
this Report. 
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APPENDIX 2 


SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE, 
BY DEPARTMENTS, CROWN CORPORATIONS AND OTHER INSTRUMENTALITIES 


Authorized and on Strength as at March 31, 1966 
(with comparative figures as at March 31, 1965) 


Employees Authorized Employees on Strength 
Name of Department, Crown Corporation 
March March Increase or Other Instrumentality March March Increase 
1966 1965 (Decrease) 1966 1965 (Decrease) 
DEPARTMENTS (Note 1)— 
Agriculture— 

513 457 56 ACIMNIMIsovatIOn Branch. =e eee eee 456 419 37 
3,956 3,972 (16) Rescarchebsranche ie eaten et eer ee ae eee et 3, 587 3,301 286 
2,081 2,097 (16) Production and Marketing Branch................... 2,049 1,950 99 
1,729 1, 662 67 iHealthyoimAnunals) branches eee een yeere ee a 1,626 1,525 101 
1, 254 1, 238 16 Prairie Farm Rehabilitation Administration......... 1,070 991 79 

75 75 — Prairie Farm Assistance Administration............. 7A 74 (3) 

874 879 (5) Board of Grain Commissioners...................... 819 813 6 

185 185 o Canadian Government Elevators.................... 157 165 (8) 

10,667 10,565 102 9, 835 9, 238 597 

18 16 2 Atomic Energy Control Board........................ 18 16 2 

221 221 — UC ICOm Generalist! ii Cow teetye eee meee etn ee nes 197 176 21 

42 39 3 Board of Broadcast Governors...............-.+.+.... 39 36 3 

36 20 16 Cimesrlectoral Oticene wy tr eet mere re 36 20 16 
Citizenship and Immigration— 

434 221 213 ANGHCNSTWE SEN SO crmanterairas OO RE OEE > elie 331 189 142 

231 213 18 Citizenshinebranch cate: oe eee ee me Le 214 209 5 
2,051 2,008 43 Eronierapion Branca were eer ere mr eal 1,843 1,761 82 

a 3,993 (3, 993) PGied A aeire TaN, 2s. e scree s capa fim wor — 3, 856 (3, 856) 

60 = 60 Economics and Research Branch..................... 72 — 2 

24 — 24 Civilian Rehabilitation Branch...................... 15 — 15 

17 — 17 Specialiservices branch aren noe ee cece eee 14 —_— 14 

14 —_— 14 Manpower Consultative Service.................00.- 11 — 11 

60 a , 60 Technical and Vocational Training Assistance Branch 48 — 48 

5,046 — 5, 046 National Employment Service....................-- 4,260 — 4,260 

7,987 6,436 1,502 6,808 6,016 793 
The increases in employees authorized and on 
strength at March 31, 1966 result in part from the 


takeover from the Department of Labour effective 
January 1, 1966 of part of the Administration, Eco- 
nomics and Research and Special Services Branches 
(251 positions), the whole of the Civilian Rehabili- 
tation, Manpower Consultative Service and Tech- 
nical and Vocational Training Assistance Branches 
(98 positions) and the National Employment 
Service (5,046 positions) offset by the transfer to the 
Department of Northern Affairs and National 
Resources of the Indian Affairs Branch (4,733 
positions), a net increase of 662 positions. 


Civil Service Commission— 

33 11 22 Cominrissionens And valle tse ieee cn eer ase 17 9 8 
120 134 (14) Personnel and Administration Branch............... 83 127 (44) 
710 476 234 Cone STAN een een eee aces a nmr neeer 693 488 205 
147 145 2 Bureau of Classification Revision.................... 126 115 il 

71 114 (43) Advisory Services and Appeals Branch,............. 62 98 (36) 

17 7, _— IBA Vaan SOLANGArds DOAN Me ces uneies sieis ery egos roe 10 10 — 

49 39 10 Pave esennelic blleninn saceran tain ce eae meri te 48 40 8 

lay 936 211 7,039 887 162 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 
Employees Authorized Employees on Strength 
Name of Department, Crown Corporation — 
March March Increase or Other Instrumentality March March Increase 
1966 1965 (Decrease) 1966 1965 (Decrease) 
DEPARTMENTS—Continued 
Defence Production— 
14 12 2 Deputy Minister's Oficewerns ee 16 10 6 
1,069 903 166 Finance, Administration and Legal Branches......... 1,022 795 227 
1538 155 (2) Tnternatlonalee coon alls cere eeete arnsetee de tatert tee 156 137 19 
980 912 68 Purchasing Ser viCes wanes eae ker errr et eke eet ree 886 817 69 
871 553 318 Canadian Government Supply Service.............-. 675 454 221 
Canadian Government Printing Bureau— 
162 160 2 Pinance and Admimnistratione yi ernie arene oe 170 149 21 
797 798 (1) Printing Production (Main Plant)...............--. 670 716 (46) 
491 491 — Printing Production (Outside Plants).............. 500 444 56 
Canada Emergency Measures Organization— 
113 111 2 Emergency, Measures: .. qi.) seer eects er 100 85 15 
102 102 — Emergency Measures College..........-.  ...+--: 98 101 (3) 
4,752 4,197 666 4, 293 8,708 585 
External Affairs— 
2,824 2,570 254 Witernal Affairs’ cs...) 2 cote ew Genet rare es 2,565 2,485 130 
286 182 104 External Addi Ofice. cnane as tarecan re eee roe ere 190 167 23 
12 12 _ International Joint Commissions... .2.--6-- ae 11 11 — 
8,122 2,764 858 2,766 2,613 158 
Finance— 
529 422 107 INekohincornnoMpnokandoasen 6 obhondsccocne ooh co om 414 339 75 
Comptroller of the Treasury— 
197 157 40 Headquarterss::.accea eerie ce ae meer ts 148 135 13 
517 402 115 Regional! Ofticestaasaseedct easier sear terrae 593 401 192 
2,940 2,974 (34) Treasury OtiCesec:nennes cite sen cee ee 2,813 2,966 (153) 
376 373 3 INNER AEC Lole Elna eoood gabugcunoagmasoaowiams 335 330 5 
120 118 2 Cheque Adjustment Divisions. .-5....2--24-5-5 > 115 ital 4 
444 427 17 @entral Services branche ay-eeee eee esr rrr 446 417 29 

3 3 2 Securities IDenosity W1vislOnge a eee tamara ter 33 29 4 
40] 374 27 RoyaliCanad van Minter eee rere 389 362 27 
PAPE 203 14 Superannuation Branchivy.: ay. icrte tka rere ra 186 183 3 

43 44 (1) Tariff Board 20. Gece a ARE ee ae Eee 43 42 1 

28 22 6 Guaranteed loans Divisionne ren renee nr 28 19 9 

4 4 -- Inspector General of Banks. (23.0... 42s ss 4 4 — 

10 10 — Municipal Development and Loan Board............. 8 8 _ 

6,859 5,561 298 6,665 5,346 209 
Fisheries— 

96 90 6 Administrationt. «cote ree eras ate 78 70 8 
188 192 (4) FieldiServace:Adiministrabionen mass .t eer eet 182 173 9 
995 967 28 Conservation and Development Services.........-... 788 806 (18) 
342 332 10 Inspection Services stant eter aan ee eee rer 310 311 (1) 
272 259 13 Miscellaneous Services mei: meee ele cmnine et 256 224 32 
804 770 34 Hisheries esearch bOand aja cerr yeti ita ttsb i itenetn tt): 701 644 57 

2,697 2,610 8&7 2,815 2,228 8? 
Forestry— 

165 157 8 Departmental Administration.................+-+--- 139 153 (14) 

1,184 1, 209 (25) Borestrys Bran ies see ecient eet oer A 1,101 1,023 78 

138 117 21 Rural Developments: weenie te teenie eer erie 97 78 19 

1, 487 1, 483 4 1,337 1,254 83 

63 30 33 Governor General and Lieutenant-Governors........... 55 29 26 
Industry— 

14 13 1 Minister's Office ss: aac bee an ate face rec 9 10 (1) 

14 14 — Deputy Minister's! Office! ae 1c. eek eee 14 14 a 

53 47 6 ‘Aireratt, Branch. se5 eee ea eee 41 33 8 

46 43 3 Area Development p Agence yan iene eee ce 33 34 (1) 

52 52 — Chemicals: Branchiawcer ae eee en ere eee 25 22 3 

38 38 — Clothing and ‘Dextiles Branch) -eese ee ae 28 22 6 

70 69 1 Electrical and Electronics Branch.................-- 50 43 7 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


Employees Authorized 


March 
1966 


7,305 


March 
1965 


204 
978 
62 
1,244 


291 
803 
883 
457 


Increase 


(Decrease) 


(503) 
(4,668) 


Insurance 


Name of Department, Crown Corporation 
or Other Instrumentality 


DEPARTMENTS—Continued 


Food Products Branch 
Machinery Branch 
Materials Branch 


Justice— 


ACTMOINIStLAtION yy ery, teeepeeas!. teen tty ye eee ott 
iNationalgearole Boardisesasl ate. eee el. 
Penitentiaries— 
fea dearters acs 6 eee cies ea eee ce MEI 
Institutions seer eee theatre tea 


Labour— 


Civilian Rehabilitation Branch...................... 
Specialasenvicessbranchie nee. see eee ee 
Manpower Consultative Service Branch.............. 
Technical and Vocational Training Assistance Branch 
ADH toss Branch... 7. meet pee einen... | 
Accident Prevention and Compensation Branch...... 
abour suandardsebranchee ae ane enn 
Unemployment Insurance Commission— 
Head Omice sak xivose oe, FS re 
AtlanticgRegion..« eels oan rrwsee we Vie Ree ooo 
Que Deeg eelonin.ateye. lth carats te SR Sse wc 
Ontario, erion'y .... aes ce: gye eeneeee eee ns. 
ITLILIC MEV COONS ete Meet Mer aee ish bathe tier car eee eis 
PacitieyReelON wt Oey Aloe He octet sate cae 


The decrease in employees authorized and on 
strength at March 31, 1966 results from the transfer 
to the Department of Citizenship and Immigration 
effective January 1, 1966 of part of the Admin- 
istration, Economics and Research and Special 
Services Branches (251 positions), the whole of the 
Civilian Rehabilitation, Manpower Consultative 
Service and Technical and Vocational Training 
Assistance Branches (98 positions) and the Na- 
tional Employment Service (5,046 positions), a de- 
crease of 5,395 positions. 


Legislation— 


OLSN IS ie cr Pee ACen eS TORS con niddtre no SEES 
HOUuSscOfm COMMONS... 5+ eee he ee ee aoe 
Libra vZOmeariament.acc, cc Aer meee aie 


Mines and Technical Surveys— 


AGMINIS&LALIONANA: Ae NA Oe Evareta arenas Seto we es cs 
Surveys and Mapping Braneb=...)..9-s6ecce<s.s.---s- 
Marine:SciencessBranch s-e dich cia ctaencte iis Sie matte sors < 
Geoloricale Sunveyiseunn eee cnn ite Hest eco 
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Employees on Strength 


March 
1966 


24 
26 
34 
25 
50 
40 
18 
32 
449 


109 


373 
144 


108 
3,714 
4,339 


257 
68 
ol 


18 


196 
1,015 
71 

1, 282 


308 
774 
1,020 
450 


March 
1965 


191 
950 
60 
1,201 


289 
738 
788 
443 


Increase 
(Decrease) 
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Employees on Strength 


March March Increase 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 
Employees Authorized 
Name of Department, Crown Corporation 
March March Increase or Other Instrumentality 
1966 1965 (Decrease) 
DEPARTMENTS—Continued 

676 647 29 Mines Branch: divscecoins sear hotter eaten Gores ei taen iene 

119 111 8 Geooraphical-Branchyyaeeu: sos ee eee erarere sar 

182 179 3 Observatories Branch. + os « meciiereetts etter seretn ene 7 

57 61 (4) Polar Gontinental Shelf Projectsies.. ... esse ee - > 
320 —- 320 Water. Resources Branch acted. viele tele eo 2 
29 a 29 Resources Development Branch...............++-++- 
17 17 —- Dominion) Coali Boardhvacdesee eee oe i eae 
102 86 16 National’ Bnergys Boar dijganite rie stetteta te ieriete etc: 
4,197 3,535 642 
The increases in employees authorized and on 
strength at March 31, 1966 result in part from the 
transfer from the Department of Northern Affairs 
and National Resources effective January 1, 1966 
of the Water Resources and Resources Develop- 
ment Branches involving 314 positions on that date. 
National Defence (Civilian Staffs)— 
739 716 23 Departmental Administration..............-+ee eee. 
43,579 46,472 (2,898) ‘Defence ServiCeSae cok ecb stiaa oe Roe eee 
2,881 2,881 — Defence Research Board... ec cee aie ctr etete ele 
47,199 50,069 (2, 870) 
77 73 4 National ‘Gallery.of Canadan.caseeeicei -etir seen : 
National Health and Welfare— 
434 392 42 Departmental Administration..............+-.-..56. 
Health Services— 
754\ 544 267 Health’Services:Branch.......tiees ne ete sien 
57) Health Insurance and Resources Branch........... 
3,548 3,399 149 Medical Services Branch...............+-+- BERN. oot 
755 635 120 Food-andeD nisi Branches event torches eter t-te 
Welfare Services— 
995 818 177 Income Security, Branch ...--sse ee ete eye 
72 42 30 Welfare Assistance and Services Branch............ 
44 37 7 Special Programs Branch.........-...+---++++.++ 
6,659 §, 867 792 
National Research Council, including the Medical 
Research Council— 
1,378 1,324 54 Administration ands Services... cerca cleteiste olni-1 eke 
1,967 1,929 38 Scientific and Engineering Divisions..............- : 
6 6 — Medical Research Council) senate ste reer terre 
3,351 3,259 92 
National Revenue— 
Customs and Excise— 

726 713 13 GeneraliAdininistra tlomienery a. tetera ste ietatelans te ot 

249 312 (63) Checking, Refunds and Drawbacks..............--. 
1,205 1,185 20 Excise Duty and Hxcise: Daxier ene tate teen crite 

151 149 2 Customs Inspection and Investigation.............. 
5,612 5,794 (182) POLS sdixcas cape sedi ee Ee Ses eee eee ene 

Taxation Division— 

651 622 29 Head! Offices. cnc. Sea ee nee ere ae 
2,512 2,576 (64) Data Centre (Ottawa) meee ener eer 
6,427 5, 649 778 District Offices... sca. teen ete e teers 

22 22 — TaxvAppeals Board. crate omer etry 
17, 666 17,022 583 
Northern Affairs and National Resources— 
250 226 24 Departmental. Administration... 066. .ce ee ees eee 
58 = 58 Resources and Economic Development............-.. 
_ PAN (277) Water Resources, Branca: Sn-nstep an ee fee ee ree ace ee 


1966 1965 (Decrease) 
641 613 28 
110 90 20 
180 171 9 

47 54 (7) 
305 — 305 
10 — 10 
16 17 (1) 
90 74 16 
3,951 3,277 674 
621 560 61 
41, 084 41,274 (190) 
2,654 2,625 29 
44, 859 44,459 (100) 
70 64 6 
397 376 21 
689\, 499 237 
47{ 

Saaz 3,170 7 
705 599 106 
893 751 142 

47 42 5 
40 37 3 

5,995 5,474 521 

1,375 1, Soe 53 

1,962 1,915 47 

5 6 (1) 

3,342 3,248 99 
672 656 16 
242 285 (43) 

AS7 1,113 
148 146 2 

5,478 5,475 3 
588 557 31 

2313 2,029 283 

5, 867 5,390 477 

22 Dil 1 

16, 466 15,672 794 
245 208 37 

56 = 56 
= 256 (256) 


a 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


—  . ———— oo 


Employees Authorized Employees on Strength 


Name of Department, Crown Corporation 
March March Increase or Other Instrumentality 
1966 1965 (Decrease) 


March March Increase 
1966 1965 (Decrease) 


ee a ee i ere eel 
DEPARTMENTS—Continued 


National Parks Branch— 


107 85 22 ZSCLININISCEA LION te tenes tere Pe OME tens 5k 89 74 15 
ais Ray 2,476 681 Operation and Maintenance of National Parks and 
Historic Sites and Monuments................... 2,175 2,265 (90) 
133 91 42 Canadian Wildlife Services...........0.0ccceceeee. 100 79 21 
Northern Administration Branch— 

158 186 (28) AdTMinistrabioness...sam teen ROLL. 8 150 170 (20) 

531 510 21 Bducation Mivision eer teen Here ee 529 476 53 

197 162 35 Welfare and Industrial Division................... 166 132 34 

866 663 203 Northwest Territories and Other Field Services. .. 790 613 177 

54 62 (8) Muloneernitoryeut. dt eae See ee Ro ck 44 59 (15) 
Indian Affairs Branch— 

698 os 698 PN CUUNISLEAION Ie te ome near era RGR Lo 632 — 632 
1,749 — 1,749 Developmen tis casera t. wee se ARE Tere | 1,622 — 1,622 
2,286 — 2,286 ENGU CARTON tr oe 5 aes RAC ek oe 2,228 —_— 2,228 

10, 244 4,788 5,506 8, 826 4, 882 4, 494 

The increases in employees authorized and on 

strength at March 31, 1966 reflect the takeover 
from the Department of Citizenship and Immigra- 
tion effective January 1, 1966 of the Indian Affairs 
Branch (4,733 positions) and the transfer to the 
Department of Mines and Technical Surveys on that 
date of the Water Resources and Resources De- 
velopment Branches (314 positions), a net gain of 
4,419 positions. 

; Post Office— 

1,027 1,019 8 EI CAC CUSEtOLS Tn et eee eee owes eae ee 973 943 30 
990 949 41 District: OMCeswy res ee eee et te ee ee eee 965 926 39 
477 558 (81) Railway MasliService.....cc2eo tee Ae ee 350 444 (94) 

28,395 27,006 1,389 Stati. Post. Ofices AeA ies eee ea, 2S 27,975 26,770 1,205 
1,201 913 288 Casualsigic is ov snce Sol ter en eae LL ce 1,201 913 288 
82,090 80, 445 1,645 81,464 29,996 1,468 
Privy Council— 
162 137 25 Prive COUnCI Ocean name eres Meee nse 148 116 32 
7 7 _ Prime Minister’s Residence................seseceee, 6 6 — 
111 100 aie Heconomice Council of Canada.................00.00: 105 84 21 
280 244 36 259 206 58 
Public Archives and National Library— 
Publie Archives— 
1 1 — DomintonsArchavists eerie eo ete Oe esas cee 1 1 — 
15 16 (1) Assistant Dominion Archivist..................... 15 15 — 
76 62 14 Administration and Technical Services............ 61 55 6 
96 86 10 Historicali branch ys. ecccee eet tine ert nee 79 1 7 
53 47 6 RecordsiManagement Braneh......0.0s0000.0.005 45 36 9 
National Library— 
i) 1 — Nationalslrbrarians vc sss cece te tntomias «as 6 sik 1 1 — 
32 25 7 Assistant National Librarian...................06. 19 12 7 
55 50 5 Catalopuinar Division: este. Ae ere eaioce. a 43 30 13 
92 84 8 Reference sO 1vAsion 9 coca vette ae tae ettiati ss con 72 62 10 
421 872 49 3836 284 62 
Public Printing and Stationery— 
Publications Branch— 
39 32 7 Departmental Administration..............0..005- 35 30 5 

185 164 21 Distribution of Official Documents including print 

PLOCHLEIMED baer eat ee case aes © mama es mista meee 170 154 16 

224 196 28 2065 184 21 

Public Works 2, 152 1,708 Ash 


2301 1,917 440 Generalexciiinishrationy vs orece mcr cee eee ces ne tole 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 
, eee nT TEE 


Employees Authorized Employees on Strength 


Name of Department, Crown Corporation 


March March Increase or Other Instrumentality March March Increase 
1966 1965 | (Decrease) 1966 1965 | (Decrease) 
DEPARTMENTS—Continued 
Maintenance and Operation of Public Buildings and 
Grounds— 

2,080 2,619 (86) Ottawakand Seal ere oe cee see eee ries oe 2,186 2,308 (122) 
4,338 4,436 (98) Other than at Ottawa and Hull \.2.2..-06.-...-.. 3,804 3,998 (194) 
749 744 5 Harbours and Rivers Engineering Services........... 703 686 17 

531 940 (409) Roads, Bridges and Other Engineering Services..... 441 794 (353) 

162 167 (5) Testing ua boratories wince. Reem eee ere rat eels ir 149 152 (3) 

10,670 10,823 (163) 9,435 9,646 (211) 
In some instances, the differences between 1966 
and 1965 figures are in large part attributable to 
transfers of positions between units. 
Royal Canadian Mounted Police (Civilian Staffs)— 

673 647 26 Headquarterse..mere ce ier ee oe terete reiterate rere 640 621 19 

1,009 1,009 _— Land» Air and vEraining Division wrest. oe etre nee 980 957 23 
12 12 — Marine Servicesseatenskans sti eck heen foes reese s 11 10 1 
1,694 1,668 26 1,631 1,588 43 
Secretary of State— 
107 75 32 Departmental Administration............-.0+-+.e0e- 107 76 31 
32 36 (4) Companies and Corporations Branch................- 31 35 (4) 
434 399 35 Bureaudtor Dranslationsien. sees de. eet cies v. ro 395 356 39 
184 134 50 National! Museu rein mroniicbe cle simeertire te peeiersiste ora 150 117 33 
54 53 1 TradenMarke OfiCe.aseciccssits ls meeeinetiet eraenot: ere =ele 53 53 — 
896 385 11 Patent andiCopymic iti Ori cemere rire terete: 382 367 15 
18 18 — Office of the Representation Commissioner.......... 14 16 (2) 
1,225 1,100 125 1,132 1,020 112 
Trade and Commerce— 

633 593 40 Departmental Administration................0eeeeee 559 526 33 

710 667 43 Trade:.@ommissioner SeLV1Ce jade uit ereslatener sre 696 656 40 

498 484 14 Standards! Brancis..c.2 coco eee ts siecanetr esters rane 471 468 3 

228 183 45 HxhibitionstBranchiee soescricecarieceas seer errs air 220 169 51 

275 251 24 Canadian Government Travel Bureau............... 262 223 39 

70 56 14 Canadian Government Participation 1967 Exhibition. 53 46 7 
2,631 2,350 281 Dominion Bureau of Statistics’. 2-scemmm se eee 2,585 2,240 345 
§,0465 4,584 461 4,846 4,328 618 

Transport— 
718 694 24 Departmental Administration................0-e00e- 626 634 (8) 
Marine Services— 
2,162 2,040 122 Marine Administration and Marine Works......... 2,170 2,057 113 
2,218 2,056 162 Marine. Operationsenncen. eer iacent eerie eniein 2,129 1,879 250 

494 478 16 MarinesRepulationsteses sae meer eee eisai + 408 406 2 

91 68 23 Marinesbiy.draulicsy..- wacarter re eeetttieeie steers 83 70 13 

Air Services— 

476 479 (3) Adiministrationtess ccs. ee eer ene ere 454 438 16 
1,769 iL aks 54 Control of Civil Aviation and Air Traffic Control.. 1, 604 1,528 76 
2,539 2,380 159 Airports and Property Management..............-. 2,417 2,336 81 

583 575 8 @onstruictions Branches. - eeeer eee eee Cer 664 660 4 
2,658 2,528 130 Telecommunications and Electronics Branch....... 2,504 2,427 77 
2,485 2,407 78 Meteorclosical) Branches. eee keene een: DEG 2,162 74 

§22 496 26 Radio RerulationsWetu sea hoes eee een 493 449 44 

97 93 4 AirvDransport) 3 0ardin..c.-eee ee ene ere ter re 89 87 2 

187 178 9 Board of Transport Commissioners............--++++ 179 171 8 

28 28 — Canadian Maritime Commission............0.+++++5- 27 28 (1) 

Atlantic Development Board— 
23 14 9 Procrammine Divisione ssecce rile rtstere retell 747 13 9 
15 _ 15 Planning Division se... sees eee ott ieeielee etetetets ley 14 _— 14 
17,065 16, 229 836 16,119 16,345 174 


AUDITOR GENERAL’S REPORT 239 


SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


es 


Employees Authorized Employees on Strength 


Name of Department, Crown Corporation 
March March Increase or Other Instrumentality 
1966 1965 (Decrease) 


March March Increase 
1966 1965 (Decrease) 


a a 
DEPARTMENTS—Concluded 


Veterans A ffairs— 


1,346 1355 (9) PAID IMERA LON cn A oes ce aktne oP ead sete ees oe ct 1, 244 1, 266 (22) 
10,870 10,824 46 plreatmentiSonvicesasa- vice eRe oe ee 10,403 10,397 6 
758 789 (31) WeMAT Se BONVICOS coc ae ares catch Roach cc 712 734 (22) 
360 359 1 PensionseAdministration eee eee men 332 332 -~ 
679 680 (1) Veterans’ Land Act Administration.................. 629 637 (8) 
14,018 14,007 6 13,320 13,366 (46) 
224,465 | 217,302 7,163 otal SD epartmoentsmrayq.c cmt. sae eee 208,731 | 200,516 8,215 
CROWN CORPORATIONS (Notes 1 and 2)— 
Air Canada— 
Operations Department— 
iD Lyingwpersonnelis nu. co. seen ein ee 1,698 1,408 290 
Other personnel wera peitee se: Wohi ee ee 6, 909 6, 360 549 
SalessDepantm ent tjataneat es ticris sree ace o 3,043 2,758 285 
Purchases and Stores Department................... 570 555 15 
EinancesD epantinent mene aaa arent renee eee 552 492 60 
PAC OL bergen tetra whe es ig i aie Ah 4 abe 338 336 2 
18,110 11,909 1,201 13,110 11,909 1,201 
Atomic Energy of Canada Limited— 
19 15 4 Cadi O BT CG nce metres tars as nc PUR easase Be cient 17 15 2 
2,483 2,420 63 Chalk River Nuclear Laboratories.................. Qeals 2,258 55 
477 397 80 Commercial Products Division.............::00...-. 477 397 80 
467 347 120 Whiteshell Nuclear Research Establishment......... 421 312 109 
454 293 161 POWEIPRLOCCtS ee eRe acer ue oe ree te 406 293 113 
180 139 41 Temporary—Construction workers, nurses, etc....... 180 139 41 
4,080 3,611 469 38,814 8,414 400 
Canadian Arsenals Limited— 
ead OM Ce ean Ten iat one Te ETO e Rr eee ai 35 (8) 
PLING MOT VISION ce eee MOOS et ee 398 296 102 
HEIKO LOSTY;ES 1) Lve1S1O Nl cerita rer ey eee are — 216 (216) 
DominiongArsenals Division .554.088 5 assoc dees 354 433 (79) 
SmallvArm seDiv sion the at neater tes eee 228 205 23 
1,007 1,185 (178) 1,007 1,185 (178) 
Canadian Broadcasting Corporation— 
556 540 16 de Kare MOL a (el eee et ate Cee ARR Se Oe Ser ee ee: 502 491 11 
27 — 27 SEUIS10 Ome ON erarcaacta ron eee ater des Sar aay vaceexEA OR SiS eee 21 —_— 21 
335 319 16 National Bin cinGeningn sesh circ acre neta 290 274 16 
7,547 7,406 141 Regi onalt@ fi ces me ei ee wk seein Ser Acie Se Wend 7,216 109 
| 101 95 6 Northern and Armed Forces Services................ 91 84 df 
184 182 2 International envices..ascakyoenrueue ts eee care «+ 184 173 11 
| 8,750 8,542 208 8, 413 8, 238 175 
| Canadian Corporation for the 1967 World Exhibition— 
| Administrative— 
\ 17 15 2 BIXECUDIY erreeiancoreanet tas acute hts oss ee eNeos ce 15 15 — 
63 47 16 Secretariat. prt Ae tenn Se oreo ae 58 36 22 
184 133 51 Kimancerand Administrations sensices.ne ses ones 151 114 By 
356 247 109 nstallabionss ses teen era esha ereerre ia iei ae 322 191 131 
76 57 19 Hid DT tOTSheieet ae be cea tacts Tanda e. ee 64 50 14 
134 93 41 Polblicwhvelations a. eae otra eons oe cee 99 57 42 
161 108 53 Operations Sekics. ttre Saeco: 116 78 38 
Operating— 
47 5 42 HMinance and Ad ministration .cen see -casysanient 2s 23 — 23 
84 15 69 ns tallAtion pales dN xc eet art ened See ee ie 31 3 28 
133 11 122 CO META LION Sei ysaris, Wore oar Recoea oask oteiae sco ace hoes ores 44 2 42 
52 —_ 52 To ROO cee, Sct: dee ibaa ited: Guat rel gs 25 — 25 
| 245 — 245 Safety-andusecurit va. a0. ewewtrcieeen Riis: oe 62 -- 62 
1,652 731 821 1,010 546 464 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Continued 


SSS 060606565606550080980060000°0;0;0°080808¢8¢88 8 SSS Fou 


Employees Authorized 


March March Increase or Other Instrumentality March March Increase 
1966 1965 (Decrease) 1966 1965 (Decrease) 
CROWN CORPORATIONS—Continued 
— 2 (2) | Canadian Commercial Corporation...............+.+:: = 2 (2) 
Canadian National Railways— 
General etatere eo eta tetenotetatole eran osu her enManereteieuhetare 11,415 11,321 94 
Road: Maintenance.denceene trie ae eee eine oe 15, 057 Loess: (260) 
HEquipment*Maintenancei...c.-. suntesieies ¢ sien eles: 18,700 18,766 (66) 
TT ransportatloniasssster ost a ae kts meee eer conc 35,885 34, 992 893 
Other Operationsss acer eee ekeretociact: 9,319 9,817 (498) 
90,876 90, 213 163 90,3876 90, 213 168 
Canadian Overseas Telecommunication Corporation— 
AGMINIStTAbiVe s loae ot elt ore ee atlas eee eto eee 110 97 13 
Heady OfiicesE ng meering ve snot steecn eins sere cies lbs aert: 61 57 4 
Trafic Representaviveses..4. scsi ecraa 12 12 — 
Operating ney. seem inc etre eee erent atone seas eter ere stick 485 426 59 
668 592 76 668 592 76 
Canadian Patents and Development Limited— 
13 “ 9 (Staff seconded from National Research Council).... 13 4 9 
192 85 107 Gentennial: Commiussion:4)ia-ere ch orien eer selste 125 66 59 
Central Mortgage and Housing Corporation— 
Reaulars eee oto tee eee rere ions 1,950 1,968 (18) 
Contract andi@asuals niger merase eee a 65 (3) 
2,015 2,036 (21) 2,015 2,086 (21) 
126 106 20 Crown Assets Disposal Corporation...........+..+++45 115 106 9 
Defence Construction (1951) Limited— 
MA ministration eagaces.ciao te eee ose ecto oie one 101 103 (2) 
Bing iticere cx: yee cee oe ick ee nas 36 43 (7) 
Technical 2fsceie nce rn atte ee 67 51 16 
204 197 7 204 197 if 
34 ok 1 BidoradorAwiationsbimiiteds eter ett eter it: 34 33 1 
Eldorado Mining and Refining Limited— 
Head Office and General Administration............ 33 aye (4) 
Beaverlodge Division: ya44.- een ie reir To oaee 533 528 5 
Refinery and! Sales@ rec taser teri iaaie ca eer aa 157 157 a 
Research!and) Developmentea.sn.tmer cee ec cee 58 63 (5) 
781 785 (4) 781 785 (4) 
idl 71 6 Export Credits Insurance Corporation..............+..- 70 67 3 
Farm Credit Corporation— 
4 3 1 Executive Officersen- eee ee eee eee 4 3 1 
13 12 1 Senior Management Offcers....u:24-+-o0eseee ae 13 12 1 
318 298 20 Technical eee ME BE ee Arete teres atte 283 260 23 
9 ia (2) Professional) teu 3. A ee eee 9 11 (2) 
6 3 3 Specialistuccdsc.he Geeikt eee eee 5 3 2 
286 267 19 Supervisory, Clerical and Stenographic.............. 257 240 17 
636 594 42 671 529 48 
20 20 — | The National Battlefields Commission................ 16 20 (4) 
National Capital Commission— 
44 36 8 Administrative and Accounting...............+++.05: 39 32 7 
46 46 = Planning, Property Acquisition and Management.... 42 43 (1) 
68 63 5 Landscape Architecture, Engineering, Construction 
and: Maintenance:s4aqga+40442acesseee ee ce cee 63 57 6 
665 662 3 Prevailing rate (permanent and seasonal) and special 
projects employeessaassnc eae eee oeereteee 448 438 10 
828 807 16 592 670 22 


Name of Department, Crown Corporation 


Employees on Strength 
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SUMMARY OF EMPLOYEES OF THE PUBLIC SERVICE—Concluded 


ee 


Employees Authorized Employees on Strength 
Name of Department, Crown Corporation ee 
March March Increase or Other Instrumentality March March Increase 
1966 1965 (Decrease) 1966 1965 (Decrease) 
ea eT AO 


CROWN CORPORATIONS—Concluded 


National Harbours Board— 


LAR AB) Te ee er ok eee 59 61 (2) 
Harbours and Elevators— 
Sp Ge Wants ee Cannel oe i a 825 818 1) 
BRAN USS CERES En dy ene ae EOI 1,406 1,367 39 
2, 290 2, 246 44 2,290 2,246 Ah 
Northern Canada Power Commission— 
Head and Edmonton Offices......................... 45 42 3 
PARE MIOCALONR tte) Cet tin ts Paks VaR Pee e: 205 203 2 
2650 245 § 250 246 5 
44 38 6 Northern Transportation Company Limited........... 44 38 6 
Polymer Corporation Limited and subsidiary com- 
panies— 
1,648 1,442 206 SE Li, Za ane oo simon csoiiatin woe tas AE pe eae a gan ee at Le 1,527 1,367 160 
2,342 2,140 202 PICUrIy Tate he WO Ry 2,270 2,091 179 
8,990 3,582 408 3,797 8,458 839 
The St. Lawrence Seaway Authority— 
Administrative and Engineering... .................. 427 344 83 
Operations te ae: kek ee EP eh oy honk tole 807 694 113 
ERITH ANEO coe etn GANS eri estas ore eens eee, 448 428 20 
1,682 1,466 216 1,682 1,466 216 
18 18 — The Seaway International Bridge Corporation, Ltd.... 18 18 _ 
132,738 | 129,118 3,620 Total, Crown Corporations.................... 131,015 | 127,983 3,032 
OTHER INSTRUMENTALITIES—(Notes 1 and 2) 
1,129 1,072 57 iBaniolCanad ay se-ner eed cat hee a 1,129 1,072 57 
41 32 9 ive @ anc an OUNCI ert mtr meat eee ere ee eee 41 32 9 
569 580 G1) i mel be Canadian Wheat/Board) y..s24..).0 eee 569 580 (11) 
8 10 a Re SOE eM a a Me oe 8 10 (2) 
583 522 61 Industrial Development Bank......................... 583 522 61 
986 918 68 | National Film Board...........0.cccecccccceseseeeese 877 828 49 
| 3,316 8,134 182 Total, Other Instrumentalities.................. 3,207 3,044 163 
Nt ———— | — 
Torat, DerparRTMENTSs, CROWN CORPORATIONS AND 
360,519 349, 554 10,965 OTHER INSTRUMMNTALITIES.....600.-00<0c4020+00sleav- 342,953 331, 543 11,410 
0 A a Se ee eee ne es ee 
YOTES: 


_ (1) The figures appearing in these listings are based on information provided by the various departments, Crown cor- 

| porations and other instrumentalities. They include the numbers of seasonal, part-time and casual employees actually 
on strength at March 31, 1965 and March 31, 1966. For purposes of comparison these have been included in the figures 
shown for ‘‘Employees Authorized’’. 

(2) Where no establishments have been authorized by the executive boards of certain Crown corporations or other instru- 
mentalities, the totals of the actual strength figures have been shown in the “Employees Authorized” columns for purposes 
of comparison. 
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APPENDIX 3 


SUMMARY OF EXPENDITURE BY STANDARD OBJECTS 
FOR THE FISCAL YEAR ENDED MARCH 31, 1966 


(with comparative figures for the preceding fiscal year) 
(in millions of dollars) 


1965-66 1964-65 Increase or 
decrease (—) 


@ivil salaries and WAZES..jae0+ se ce ses eile cleo norm lols es ols ela lefaleselsloretelel* fol sieh sh asneeses= $7 el 0432600 |e 951.8 | $ 91.8 
Givilian allo wanlGes ccs. crs. clretercrel= 0 ole oleate cletoceteroi ave lers Calne tote okesave es =togeiel eyo lenaesh= Ens 21.9 18.8 ol 
Pay and allowances, Defence Forces and Royal Canadian Mounted Police........ 630.6 606.9 23 
Professional and special services..........sece cece eee eee n cnet eee en cnet ete eneces 121.6 99.7 21.9 
Travelling and removal expenses... ..--...eceee ects essen eter ett e neste eres eeaes 2-1 67.1 5.0 
Freight, express and cartage.........s cece eee terete eee erence rete eee e cee c eens 9.6 10.0 =e 
POmtAG6. cslns Ges Crete badkete = fs steno oo tre sa ans Parsi ile fo reua 6 fakthe lesa nl oats Po tae Pa fete i Nae a CHeICR 7.8 Ue aif 
Telephones, telegrams and other communication GELVICES ee ee eerie 39.4 39.6 —.2 
Publication of departmental reports and other material.........--+-++ss+eeeeeoes 12.8 11.2 1.6 
Exhibits, advertising, films, broadcasting and displays..........+++++++++seeeee: 26.0 18.0 8.0 
Office stationery, supplies, equipment and furnishings............+-+s eee ee ee reese 34.8 27.6 7.2 
Materials and slpplies....n.cs---csnee sens clits sere st ieee eee teil rare tenet clare 170.0 Lives —7.3 
Buildings and works, including land— 
Construction Or ACQUISITION. ...... 0.0 e cece ee nee eee eee teen eee e ence nees 292.5 244.6 47.9 
Repairs and upkeep..........0:0seceeceedeecceeenccccwentenseereesenaseesaes 70.9 66.9 4.0 
Je Sit) 4) See RCS Gar SEA ARGO RE HOS HeG UC SOA DE Ad Conc OHO SGAS GocmcmoD So oUt ne 24.0 19.9 4.1 
Equipment— 
Construction OF aCQuisSition........... cere ce ester erect reese reese tener teen: 287.0 283.4 3.6 
Repairs and upkeep:....-.-. 00-4. + eine see eee eee ow lnemie miomiplernisinelnieierieisieeln 155.2 156.5 —1.3 
EP lhe ee ee, Re AR eA ia mrcaiiricidn Origen GOS OO Oa COR Osa OS ROOT oC 6.9 6.3 6 
Municipal or public utility services.........0+ees eee e reeset ete teeter tence tee ees 78.7 Wied: 1.6 
Contributions, grants, subsidies, etc., not included elsewhere.............++++++:- 1,021.8 838.3 183.5 
Pensions, superannuation and other benefits..........--- esses eee e eee e etter ees 203.4 176.0 27.4 
All other expenditure (other than special categories)........... 0+ 000-00 seeeeeee ees 215.7 194.8 20.9 
Interest on public debt; ebes....omcr « serrate sts ate cei eleteleor shed sboraioe+) ole eletenole ele telelars = Eerslonst= 1,110.8 1,051.3 59.5 
Subsidies and special payments to the provinces.........- 62 - eee eee eee e rece es 466.0 358.4 107.6 
Family allowances, family assistance and youth allowances payments..........-- 601.0 574.7 26.3 
Old age assistance, blind persons and disabled persons allowances and unemploy- 
Ment ‘ASSIS bANGe ssiaicc< saved oidfo se Meeotsle saaneuettn as aeaaadl Me clone dente seet Rene eae kere 147.3 181.5 —34.2 
Veterans’ disability, pensions, etoses +. accmmcei crcl: stretiaie steeteterers tsetse reer ie or 185.5 180.3 5.2 
Other payments to veterans and dependents........--.. se eeee secre enter eee ees 11352 104.4 8.8 
Government’s contribution to the Unemployment Insurance Fund.............-- 65.7 62.2 3.5 
Hospital insurance and general health grants..........-.seeeeee reece ee eee eee ees 365.1 490.6 —125.5 
Trans-Canada Highway contributions............ 0... ccc ee ects cere cette eee neee 83.4 76.1 7.3 
Movement of mail by land, air and water.........-..:ec eee eee eee eee ee ences 72.2 68.7 3.5 
Deficits—government-owned enterpriseS......-.. cece e eee e eee r ere t essere ereeere 50.2 54.0 —3.8 
OE Eee 

7,806.7 (eoiiica! 505.6 

Tess Expendituretrecovered toe ee ere ere ne once Mace Tenia 71.9 82.8 —10.9 
OU UWL Whe Sai 

Net total expenditure ......0..aeoces oer une on ee ee Ce eee reek $) 7,734.8: ln Sankinel Saou ne 516.5 


EXHIBITS 
(as published in the Public Accounts) 


Statement of Expenditure and Revenue for the fiscal year ended March 31, 1966 (with 
comparative figures for the preceding fiscal BALE RR EP eS eet eed Ba 6 1) Aa Exhibit 1 


Statement of Assets and Liabilities as at March 31, 1966 (with comparative figures 


oa BU ONIN (eilhs TASS Selah alae pap ee Tae i ae nae nT Exhibit 2 
Summary of Appropriations, Expenditures and Unexpended Balances by Departments 
for the fiscal year ended March SICRLOOD cai sade oh Pas ven tan en + eee Exhibit 3 


Summary of Revenue by Main Classifications and Departments for the fiscal year 
Bd ema IL DOO WE ahitors SBhord vos vena cnscrd os Sa deeieeuse stcinc cabs. aoe ee Exhibit 4 
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THE GOVERNMENT 
STATEMENT OF EXPENDITURE AND REVENUE FOR 
(with comparative figures for 
EXPENDITURE 
Fiscal year ended 
March 31, 1966 March 31, 1965 
Agriculture. «ccc Wess avn cua cette © eer re Cemanne st omac a setae ge a aes a . $ 186,263,616 $ 165,723,844 
‘Atlantic Development Board... 0.0 .< + +> viele» ¥iine Pate emote Ma Rie tre ar oe 23,755,359 4,294,152 
ASGuIS HOLY cio d 4 ac-ad Meece dee vres ne Fie OP ee Ons tro wegen rah oa re ane ke a 54,450,175 46,564,793 
Auditor General's O06. sles « aia sue aueieisveom arelageieing aut Oateoic la ermine ae es ee 1,741,901 1,589,889 
Board of Broadcast Governors. ..0+. > «+= wesw atnnbies rma ites ee eee era 382,787 367,645 
Canada Emergency Measures Organization... 05 p05 560003 toes ye canes eee omnes 7,744,257 7,653,868 
Canadian Broadcasting Corporation.......-.cssesesreseessereecrersceresececsesss 97,458,915 87,969,198 
Central Mortgage and Housing Corporation. ..cse ness ¢00 4 5.60 cine peas see nieminue Onis 21,571,958 14,952,238 
Offica-of the Chief Blectoral Officer,..c. hic eceswne sete ste eres eee ne ae 12,953,140 578,175 
Gitizetiship and Immigration: 0665 sts ss eee ete sete eee ae ie gee 238,567,080 180,996,919 
Civil Service Comiuasion «56 scsi alee © sate ns ale a= airiere nae he aie olan eg a 7,986,854 6,226,358 
Dafanice Production, «ec sc 0 vslesien's ne cis be aeuibes vines Helin ra nme ee nia Te Ce as 23,438,183 22,827,469 
Hisoworie Council cose nes ee sch eine cate eae eas romins eae eee eee ee gene 1,116,362 833,874 
HixtovnalcA flalra siete <a:s.c 5 n¥less + s-eoro tele « muttye srelee Pine Sieh tele ae tai toeasiareas Oe 152,545,955 131,186,586 
Finance— 
Pablic debt Charges ac i.s< 0.00.0 Jo ogee so win op te bSs yn opts ee eee ee ce oe 1,110,857,197 1,051,290,597 
Fiscal, tax-sharing, subsidy and other payments to provinces......+--++++eee rere 465,993,282 358,357,022 
Othor expenditures dacirse+awcies vin. sista oo Weleiee s wieie se ics stele ane ae a 273,828,954 212,994,726 
1,860,679,433 1,622,642,3846 
Fisheries: .\0<. SER Gist. ne dase 5 te AARNE hs Sorte elem: tllord Civ ten ohenntesienate glade Corea En eer ya 34,526,476 25,593,261 
POVeSEY i av nsnwiss sc cdvev secs seed esareten 9000 Pip ccpigs tate mimer aarenmee ag: ag 57,134,577 49,754,438 
Governor General and Lieutenant-Governors. ......--seeeeeesrer scree eresesererees 690,556 648,703 
Trdustry:. sx « cmeuge bibs astern <n ate os giagelles oteee Srelatere eth ins osc Cory em Oe Annu tes 29,301,149 23,788,581 
THeUFANGO..c . sk cade | Wee soo wea cee mame tai (pas ac tor aaa ie ee ee 1,512,059 1,445,862 
Vastice - occ seein, Re die Cid RM IOLEE Bhaja oR etenom sigioteke oi ikee A mt ot ene ee 11,367,814 10,644,700 
; a ee ey CTO C TE rr rn ee re era ec a 23,993,711 23,402,111 
TOeislatiOM. © 0st fateh t Fallot tata Setters b Aster tae lesihoutene eels tthe eras a era ae 14,711,823 14,214,867 
Mines and Technical Surveys... 6.62 ces 5665 oie os sc cemie mess < sles seis eonng ais Mcgee vial sa 107,357,514 94,324,195 
National Capital Commission: Sits) vies. 0 < csnjgcgs eosinien as + cer as wales saiae sie toes © 18,621,111 10,354,431 
National Defence— 
TGLSRCO SEL VICES cy cc. os = s15% ote 4/000) o sles ose eo ous atei slo rmimnera/ohe ofehebecee Orsi fel aema aah aie) iohoag 1,363,042,550 1,362,117,636 
Defence research and development. ........--secer crew cers crete esererecereeee 72,579,782 54,531,462 
Other expenditure sci <clls2s « cerowip 5 am tate © ww suena bo yan a ererolt tent cogs Meer 112,824,452 121,185,765 
1,648,446,784 1,637 834,868 
National Film! Board. ... 26 sc8 - o-use ness uss sere es ecm ome one toma Tce meres se 6,891,335 6,353,633 
National Gallery of Canada. ....0. 2 saci nesacne sop aaron rt namie enehe pnp Sule § Sula 1,815,626 1,303,734 
National Health and Welfare— 
Pamily allowances s.< ss < «05s ai05 es o8W seen ew are am ns topsites ore een emt age er 551,734,824 545,775,231 
Other expenditure : %. . aa aelie ere 0 oi0ln sibie me sbieiein sueiny eis me eeernale Heinen sie eines ee 623,387,205 754,823,195 
1,176,122,029 1,300,6 98,426 
National Research Council, including the Medical Research Council Schrag sor eles 74,387,029 56,641,725 
National. Roventles sono cect ccc selerre ees ekeke orelole euelteds Stal ohel oie ieiere it Neners ator ialee evan Re ncnons 94,971,980 86,908,544 
Northern Affairs and National Resources. .......- esses eee eee eee ee erences se eserees 156,433,733 127,306,117 
Post Office. Sube alaia arn's Seagegin eo wie «nal 40! 6 puetecene ha ose Mei sal ciere i eiced 5 a eee 240,206,458 210,458,702 
Privy Councils coc us oeacs sss cence eoeo mimes vei 0 #n ele enemies a seein ins secs sha 8,981,878 8,175,312 
Public Archives and National Library.........0-.eeeecesce essere cree eters eee cesees 1,973,514 1,507,268 
Public Printing and Statiomoryse cto «isle ais visto wis terce (ote o ele thee olehet Reel cleus eererels) aiekeloemiccecane 3,053,651 2,732,686 
PHB Workstecca ccc cecteec co sess wie olete caueeie ere celetete le (ole elieies eels Kove souer steno vals ica Toast eCcceel aces 256,526,107 224,057,562 
Office of the Representation Commissioner. .......--se esse creer recess eters ceeceees 774,892 224,521 
Royal Canadian Mounted Police........... sees eee e cere enter ener eee ereecrreccceces 81,958,846 76,198,876 
BSecrotary Of States cic. ncinees cin cielc ose oalenin mmisintnicine atin? 4 ate erta a sue asec Os 23,996,532 21,909,880 
Solicitor’ Generals conc. sas face eine ale coe socsievee ey orteyeerste suede ars) eleisier stemelnat consi oKennierecisa=aen sion 56,875,181 39,278,001 
Trade and Commerce evs holes aieielstevevehe geict ei «lore ccheyeltalauote et ole teletoiay xayer oe Varenet olomersl foto hersia at 46,073,789 54,796,650 
TANS porte iis.sic soins ore aca v4 eink OOS shaue ls aielanitly Sala giauels ihashatentn a ale spice nhe aso 508,743,513 466,519,143 
Unemployment Insurance Commission... ......eseeeree reece ee ereeererer ase ceresces 98,037,727 94,792,046 
Veterans Affairs— 
Pensions..... We ee a re an 185,559,325 180,326,163 
Other expenditure «4. «asi ars ounieerers ani o o's wre inie s+ agin > Gini ey taney gare oe Claes acete careers 184,092,831 171,772,198 
369,652,166 362,098,361 
_ ee 
Total expenditure............4++ Ee rr et 7,734,795,525 _7,218,274,552 
Budgetary deficit............eee00 PONE foe ree I 2 —38,975,321 —37,964,765 
ee 
7,695,820,204 7,180,309,787 


eS 


H. R. BALLS, 


R. B. BRYCE, 
Comptroller of the Treasury. 


Deputy Minister of Finance. 
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EXHIBIT 1 
OF CANADA 


THE FISCAL YEAR ENDED MARCH 31, 1966 
the preceding fiscal year) 


REVENUE 
Fiscal year ended 
March 31, 1966 March 31, 1965 
Tax revenues— 
Income tax— 
Personal (1) SEEDS ONG © O'R SONG MAR NIa CROlY DSO EF RCRD ORNPE I, Ac coo Oe ne a $2,142,456,230 $2,103,281,917 
Corporation®. 2.2.20. 2 2211! ORS 9 oso MME AS ted MMV vids Vek akab ce 1,606,620,322 —1,523/814'601 
On dividends, interest, etc., BOWS BULORM ctr te ek ee 170,018,708 143,717,945 
Excise taxes— 
De BNL cers tried ei pe 5 5 soo od ke oases ccc scat ecenbueee, .,, 1,395,128,921 1,204,609,934 
aiher  eeeee A ao Ba ote Saws mes ee ee ee ee ane 296,178,098 269,082,084 
Customs AOE SACS east eas atleast ae sa Raa Deen AOU AE G6 is a 685,519,390 622,101,883 
Be eke PENA doen oceans veseeceed os. . Uy eh ee, 445,885,434 411,402,145 
eid 1 Op a rise SAR RES ERLE RCNA Eee 108,352,377 88,625,641 
te rte etricce Oa 09547 bis 9.02, 2. aM teak Nac aba, be, 160,612 140,100 
6,860,320,092 6,866,776 ,250 
Non-tax revenues— 
OTS COC 5 pe OR iat ae 438,254,129 422,693,741 
Bee ce Met POStA! FOVENUO. os cons vat ocivhorelccis ecm oe 237,482,296 230,485,714 
Retunds.of previous years’ expenditure vaeecis...cicc. scl lel 18,918,607 20,545,944 
SN SE Cet abe nel ERC R SERS BEGET toed, 63,147,602 60,924,531 
eee OR ee ORV ONE ER os so cu eb nae dh otion Cok. 22,934,877 24,250,122 
Pe earpre ti CeaceMANAPOVINIbS Ss ce cic eSous cssceccoe tecane sc. 38,965,653 30,824,939 
Oe Cire ay a iiss oe cans sk akichariat- Baebescccee casey ok 11,217,545 12,298,922 
Premium, discount and lar UT Che 6 | Ek ne ee RIA AE 7 Ai 125,538 
ee a cys de ante Mevtuce ee 14,453,865 11,559,624 
845,600,112 813,633,687 
(Excluding tax credited to the old age security fund— 
1965-66 1964-65 
Personal income tax........... $494,900,000 $431,900,000 
Corporation income tax........ 152,250,000 145,250,000 
? Sales tax neue wee Mee ©. DACA. 522,085,844 383,151,254 
(Includes duties levied under the Dominion Succession Duty Act. 
| 
i 
Pea eee meets wee cee a ee. Ne tens ee ee er 7,695,820,204 7,180,309,787 


Auditor General’s Certificate 


1 The above Statement has been examined in accordance with the provisions of the Financial Administration Act. I have 
‘obtained all the information and explanations I have required and, subject to the comments in my report to the House of 
Commons, I certify that the Statement is in agreement with the accounts maintained by the Department of Finance and 
that, in my opinion, it exhibits a correct view of the expenditure and revenue of Canada for the year ended March 31, 1966. 


A. M. HENDERSON, 
Auditor General. 


246 AUDITOR GENERAL’S REPORT 


THE GOVERNMENT 


STATEMENT OF ASSETS AND 
(with comparative figures 


ASSETS 
Net increase 
or decrease (—) 
March 31, 1966 March 31,1965 during 1965-66 
1. Current assets— 
(a) Cash, schedule A, page 9......+. seers reer sete ser cee cece: $ 759,080,004 $ 850,282,135 $ —91,202,131 
(b) Departmental working capital advances, schedule B, page 9.. 120,576,475 133,404,495 —12,828,020 
(c) Securities held for the securities investment account at amor- 
$izGd GOSH oe so crete Greeters vse robeKosfane loko asunreie = povetee ereesl ianetevreLe 81,475,697 62,561,070 18,914,627 
(d) Other current assets, BCheaule(©, pages Old asec deren 54,861,735 29,134,994 25,726,741 
1,016,993,911 1,076,382,694 —69,388,783 
OmeBlocked CULLENCY eases sicieciee e rinisne crete erie crete iersia ce rele lsxckels 1,002,400 1,002,400 
3. Advances to the exchange fund account—(value of investments 
from advances on basis of official parity rate March 31, 
1966, $2,728,743,488; official parity rate March 31, 1965, 
$2 653,406,754) cites 4 9 ec dees ae ote ae kere wa else de erareuns 2,696,000,000 2,621,000,000 75,000,000 
4. Investments in special United States of America securities— 
Columbia River Treaty... ..... cece cece cece eee rere ecerere 187,191,661 219,479,161 —32,287,500 
5. Canada pension plan investment fund, schedule D, page 11...... 34,853,000 34,853,000 
Loans to, and investments in, Crown corporations, schedule F, 
PAGO LLG Sess oe om s +-0\c okararannraveratatohat taker stafiteh otshatel dfabetchetatenenote 5,553,149,458 4,948,235,201 604,914,257 
Recovery likely to require parliamentary appropriations..... 105,925,113 48,065,976 57,859,137 
§,659,074,671 4,996,301 ,177 662,778,894 
7. Loans to national governments, schedule G, page 13..........++- 1,215,490,449 1,195,888 ,072 19,602,377 
Recovery likely to require parliamentary appropriations..... 9,722,194 10,688,479 —966,285 
1,226,212,643 1,206,576,661 18,636,092 
8. Other loans and investments, schedule H, page 14— 
(a) Subscriptions to capital of, and working capital advances and 
loans to, international organizations............+seeseeeees 724,695,231 709,753,536 14,941,695 
(b) Loans to provincial governments..........e essere eee ees 96,723,106 98,435,806 —1°712;700 
(c) Veterans land act fund (less reserve for conditional benefits) . . 256,191,461 232,068,630 24,122,831 
(d) Miscellaneous 5 aso. 06 sis eee n eee etn meee wen ee teens 181,395,361 96,023,632 85,371,729 
Recovery likely to require parliamentary appropriations. . 4,207,529 3,846,285 361,244 
1,263,212,688 1,140,127,889 123,084,799 
9. Securities held in trust, schedule I, page 18............-+-eeee- 51,956,505 43,585,370 8,371,185 
10. Deferred charges— 
(a) Unamortized portions of actuarial deficiencies— 
Canadian forces superannuation account........+.-+++- 53,601,200 53,761,600 —160,400 
Public service superannuation account..........+-.++-++- 93,620,600 39,920,800 53,699,800 
Royal Canadian Mounted Police superannuation account 3,115,200 4,153,600 —1,038,400 
(b) Unamortized loan flotation costs, appendix No. 7, Section 9, 
[ay {PINGS eng COR AOIC COMO O OBOE UO NOS Home Somes ¢ 106,217,789 110,749,442 —4,531,653 
256,664,789 208,686,442 47,969,847 
Ls (Capital@assets. cc. ce-.ccctisiee ce ete cece er rere eet en rn ceet ons 1 u 
12. Inactive loans and investments, schedule J, page 18............. 94,824,381 94,824,381 
Total recorded Assety seats icc ote ee ee eer 12,485,876,550  11,605,862,666 880,013,884 
13. Less: Reserve for losses on realization of assetS.........+++-eee- —546,384,065 —546,384,065 
a IDES, ar ee a ae 
Netirecorded!assetisne.. soe ronment retainer ters 11,939,492,485 11,059,478,601 880,013,884 
14. Net debt, represented by excess of liabilities over net recorded 
assets, schedule Ke pagel Occeesusiersescicteveroierstueneetenseen ote! otek 15,543,447,865 15,504,472,544 38,975,321 


ee 
27,482,940,350  26,563,951,145 918,989,205 


Nee ee SS SS 
The notes appearing on page 6 are an integral part of this Statement of Assets and Liabilities. 


H. R. BALLS, R. B. BRYCE, 
Comptroller of the Treasury. Deputy Minister of Finance. 


(This Statement, the schedules referred to therein, and the pages referred to in the two notes, are to be 
found in the Public Accounts, Volume I, Section 7) 
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OF CANADA 


LIABILITIES AS AT MARCH 31, 1966 
as at March 3], 1965) 


LIABILITIES 


March 31, 1966 


15. Current and demand liabilities, schedule L, page 19— 
(a) Outstanding treasury CNOGUCS. on. yar cy foe See, ete et $ 332,859,574 
(b) Accounts payable (that portion paid in April of the next follow- 
SUG AISOR MY OAT) o.5.0 5 AMEE TA. sn. b,  S . .  , 380,308,616 
(c) Non-interest-bearing notes payable to the international mone- 
tary fund and the international development association..... 255,388,518 
(dq) Matured debt outstanding................00..00000000.., 27,324,686 
(e) Interest due and outstanding...................000.00..., 110,930,898 
ip prpterosmaccrued.:.. LAAbt CBO... | SLA el. 254,292,555 
cya Other currentiliabilitiess) WV. We... 2.028 Ake Mah... 37,731,247 
1,898 ,836,094 
16. Deposit and trust accounts, schedule Mi; pagerodemmty. «tac cw. 310,728,861 
17. Annuity, insurance and pension accounts, schedule N, page 25.... 6,392,132,945 
18. Undisbursed balances of appropriations to special accounts, schedule 
7 DN eneO MNES PAO BL Dwi woe ae she) 101,945,175 
19. Deferred credits, schedule P, DAO ZO Seems es eee oe ck bc ek 138,119,215 
20. Suspense accounts, schedule C) DALOIL Os on ees ae es cee, 31,390,931 
21. Unmatured debt, schedule R, page 28— 
Co GLE UTES dom ie RS ek Oe ee 16,959,787,129 
Re OSES «5 aes FE eh ee Nk 2,150,000,000 
19,109,787,129 
Notes: 


The indirect or contingent liabilities of the Government of 
Canada, consisting of railway securities guaranteed as to principal 


‘and interest, $1,331,547,986; other guarantees of $7,321,187,000; 


together with certain indeterminate guarantees, are listed on page 
84, 


OUR! HADRON ER aos. oe a eaak stn ass, Oe: 27,482,940,350 


March 31, 1965 


315,077,232 
363,925,315 


367,897,531 

19,140,916 
102,034,032 
231,173,522 


33,367,648 
1,482,616,196 


262,837,026 
5,675,840,853 


95,702,607 
113,208,312 
5,531,972 


16,838,214,179 


2,140,000,000 


18,978,214,179 


26,563,951,145 
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EXHIBIT 2 


Net increase 
or decrease (—) 
during 1965-66 


17,782,342 
16,383,301 


—112,509,013 
8,183,770 
8,896,866 

23,119,033 


4,363,599 
—83,780,102 


47,891,835 
716,292,092 


6,242,568 
24,910,903 
25,858,959 


121,572,950 


10,000,000 
131,572,950 


918,989,205 


Auditor General’s Certificate 


The above Statement has been examined in accordance with the provisions of the F inancial Administration Act. I have 
ibtained all the information and explanations I have required and, subject to the comments in my report to the House of 
Zommons, I certify that the Statement is in agreement with the accounts maintained by the Department of Finance and 
hat, in my opinion, it exhibits a correct view of the financial position of Canada as at March 31, 1966. 


A. M. HENDERSON, 


Auditor General. 
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EXHIBIT 3 
SUMMARY OF APPROPRIATIONS, EXPENDITURES AND UNEXPENDED BALANCES 
BY DEPARTMENTS FOR THE FISCAL YEAR ENDED MARCH 31, 1966 
Section Department Appropriations | Expenditures sedis is ——— 
arr 
Gigiaias Lapsed torwand @) 
$ $ $ $ 
1 Agriculture. :<...- omy as a. ose neee tae 198,585,852 186,263,616 | 12,322,236 
Pe Atlantic Development Board.........---+- 31,973,389 23,755,359 313,477 7,904,553 
3 Atomic Perey. =. ese 6 vere os eee a caleaiee 55,313,400 54,450,175 863,225 
4 Auditor General’s Office........-----++6: 1,873,100 1,741,901 131,199 
5 Board of Broadcast Governors.......----- 493,000 382,787 110,213 
6 Canada Emergency Measures Organization. 9,744,400 7,744,257 2,000,143 
a Canadian Broadcasting Corporation....... 99,444,000 97,458,915 1,985,085 
8 Central Mortgage and Housing Corporation . 21,571,959 21,571,958 1 
9 Office of the Chief Electoral Officer........ 12,961,043 12,953,140 7,903 
10 Citizenship and Immigration............. (2) 297,638,950 238,567,080 | 19,901,413 | 39,170,457 
11 Civil Service Commission.........-.---++-- 8,277,300 7,986,854 290,446 
12 Defence Production. ..22%%5.24+---->...- 24,799,100 23,438,183 1,360,917 
13 HWeonomich©ouncllar amie tenner cea: 1,147,400 1,116,362 31,038 
14 Testernal Riairs. snj4.c mene eens 160,838,081 152,545,955 8,292,126 
15 Tima COsg hus Agee kes sees ee eee eee 1,880,166,082 | 1,850,679,433 3,148,089 | 26,338,560 
16 Pishertesere ena s ee ee terre eee BY Biya Wid 34,526,476 3,005,701 
aly Porestrywaiee gd: so. -ebeliated cere 62,323,225 57,134,577 5,188,648 
18 Governor General and Lieutenant-Governors 717,567 690,556 27,011 
19 Industry tr oes cans chen date ee moe nne ater 36,024,601 29,301,149 6,723,452 
20 Tmsurancerrc.c seus: tae rer ease 1,516,586 1,512,059 4,527 
21 JustiGeseh 26 Agee ode Ma ae © ceo 11,490,833 11,367,814 123,019 
22 Liab outits, aan 454i see eee at 45,028,728 23,993,711 5,647,017 | 15,388,000 
23 Legislation).2..cch 78 oh ne eee eres aves 14,794,680 14,711,823 82,857 
24 Mines and Technical Surveys...........-- 110,649,210 107,357,514 3,284,196 7,500 
25 National Capital Commission..........-.. 18,924,400 18,621,111 303,289 
26 National Detenceusnn - ea. ceres cre 1,579,250,933 | 1,548,446,784 | 30,804,149 
27 National. Mili oar arent tise terre reer 6,892,900 6,891,335 1,565 
28 National Gallery of Canada..........-..-- 1,879,900 1,815,626 64,274 
29 National Health and Welfare............. 1,184,796,961 | 1,175,122,029 9,674,932 
30 National Research Council including the 
Medical Research Council.............. 75,185,901 74,387,029 798,872 
31 NationsleRevente..- erm aati eae 96,328,017 94,971,980 1,356,037 
32 Northern Affairs and National Resources. . . 160,342,450 156,433,733 3,908,717 
33 IROOM, so abe cb ames posh bommaan code 241,925,905 240,206,458 1,719,447 
34 Privy Council, 5) t:.ssae once oer oa nee 9,289,734 8,981,878 307,856 
35 Public Archives and National Library...... 2,018,800 1,973,514 45,286 
36 Public Printing and Stationery...........- 3,409,500 3,053,651 355,849 
37 Public Works: ond eutesaeudne tae: eur 262,200,838 256,526, 107 5,674,731 
38 Office of the Representation Commissioner. . 774,892 774,892 
39 Royal Canadian Mounted Police.......... 82,656,234 81,958,846 697,388 
40 Setnetary of StHte. 4... canqomsnaone eames 27,839,769 23,996,532 3,843,237 
Al Solicitor: General as oc cea eerie 58,131,554 56,875,181 1,256,373 
42 tinade and Commences aemetmte ec rcr 52,508,836 46,073,789 6,435,047 
43 Tramspor ts. <:c/s\s1<c, cus tata ee eee a 535,387,511 508,743,513 | 26,643,998 
44 Unemployment Insurance Commission..... 99,002,265 98,037,727 964,538 
45 Veterans Atialnsampees = teste a actte eneteteis 374,321,645 369,652,156 4,669,489 
(97,997,973,608 | 7,734,795,525 | 174,369,013 88,809,070 


(Available for expenditure in 1966-67. 
cludes $3,290,764 carried forward from vote 5 and $26,318,305 carried forward from vote 6b of Department of 
Labour 1964-65 estimates. 

Includes $12,463,500 carried forward from vote 8b Department of Labour 1964-65 estimates. 


(@)In 


(In addition, parts of appropriations in the amount of $5,089,836 in respect of the Department o 


expenditures in a similar amount were transferred to ‘‘other loans and investments”’. 


f Agriculture and 


H. R. BALLS, 
Comptroller of the Treasury. 
Auditor General’s Certificate 
The accounts relating to the expenditures as set forth in the above Statement have been examined under my direction 
and, subject to the comments in my report to the House of Commons, I certify that, in my opinion, the Statement gives 4 
correct summary for the year ended March 31, 1966. 
A. M. HENDERSON, 


Auditor General. 


(The sections referred to in the above Summary are those in the Public Accounts, Volume II) 


249 


(II ewNjoA ‘syUNODDY oI[qng 94} UT esoy} ae AICUIUUNG 2A0qe 9Y} UT 0} pariejer suOT}Ie8 eu) 


“Plauen Lonpny 
‘NOSUAGNGH ‘W ‘V 


‘9961 ‘IE Gorey popus reak 9q4 Io} AlvuruINS 4991100 B S8AIZ JU9TI9} BIG 9y4 
uorurdo Aur ut yey} Ajry.100 [ “‘SUOWAULOD Jo asnoT] 04} 04 410der Aur UL S$} USUTUTOD OY} 07 Joolqns ‘pus uoTyooIIp AUT Jopun PeurUrexe USEq BABY JUSUIO}B}g BA0GB OY UT YHO} 708 SB SONUSASI OY} OF SUT}BIOI S}uN0D08 OY, J, 


awoyij1ag &,JDLaUuayH sonpny 
*hinsvas], a4} fo sajoudwop 


AUDITOR GENERAL’S REPORT 


‘STIVE 'U'H 
¥02 ‘028 ‘S69‘2 | See ‘ezt G98 ‘Eh ‘FT | 209‘816 ‘ST B09‘LFI‘E9 | LL8‘F86‘'ss | E99‘co6‘se 963 ‘28h ‘LES | SHS‘ LTZ‘TL | Ger ‘PGS ‘88h | 60‘0ZE‘0S8‘9 
088 ‘OFZ ‘SI OLE ‘SST 89h‘ L16‘S GL0‘¢8 GIF ‘08 8S¢‘Z0I ‘6 Phin eRe ee pth a a cake SOL SUBIO}O A cP 
896 ‘ZL¢ TL8‘Z9S 180‘OT “"******GOIssIuIMO( soueMsuT quou Ao|dureu PP 
989 ‘996 ‘SF S10‘ LE 186 ‘622 G16 ‘90T‘6T | 288 ‘Zeo't GES ‘S96 ‘FT 870989 ‘6 Rae ek ny Maris Cee sees Sees sh Odette: €F 
928 ‘1Z0‘OT 0ZF‘FL9 She ‘1S OSL‘ OLF'S 198 ‘Sz 613 ‘SE 89T ‘F6L‘9 nee Rebien aemias cas OO TOUTIIOG/pUt ape, GP 
£90‘989 ¥60‘°¢ VOL‘ 8S COPD 61 ‘8F8 T9T ‘OL EPP ‘PSS pe Seah Nr oe eerie TTOUOT) AOPOITOS ly 
800‘S92 £06 ‘ST £67 'F 669 ‘99T psig 9EF ‘819 ae eoly eae ee he OVI TO A1e49.109g OF 
960‘966‘ LT 986 ‘ST PIL‘ 261 089°998‘9T | S0g‘sor €83 ‘G6 SLT ‘21 UT s""“earog peyunoyy uvipeusy esoxy 6g 
196 ‘089 ‘¢ 9F0‘F16 G99 ‘ZeP SIL ‘8b3‘T 129 ‘88 F9F‘SS0'S Wines Deon oes ae eae “"" 7" *"S¥IOM OITQng LE 
£21 ‘086 ‘T G16 ‘8 OIF ‘ST G8 ‘928 ‘T 919 ‘9% ile eet eeTOUOl} eG pie suyjug oqng 9€ 
169 ‘ST as 609 'F G29 ‘OT ShP “rts ** KIBIQryT [Buoryeny pus soalyory orqng ce 
$99 ‘OIL'S G18 ‘OT 682 88 ‘S1Z GIL‘ LT £06 ‘SOF ‘S ri Nl een y A ee ier as (OUND Atay rE 
989 Seo‘ Lez 460‘ 8h 179 ‘SI 8 96% ‘28h ‘LES L¥G © ce eg ae ed dete aia see ae COUT) OEOsT €¢ 
98 ‘O16 ‘ST 688 ‘TOL 8hS‘ TST 'T 168 ‘L28 628 ‘199 ‘T SP8 ‘C16 ‘OT 088 ‘69 8SL‘°Z ""***soomMosey [euoreny pus SIV WY UlSyzI0 NY (63 
9Z0‘T9T‘¢¢s‘9 989 662 ‘F €06‘'SS SPP ‘088 996‘ LIT F038 ‘S6T 660'E 08h ‘6ST ‘0S8‘9 |°° ter a a Ee ONUSAOSE [BUOTIIBNT 1€ 
198‘1¢ SILT #90‘9¢ z6 Tar seensesteetonsees sees ocnQUNOT YOIMGES TE 
[S0Ipey Surpnyour jrounog Yyorvesey BuorzeNy og 
663 ‘Z09 ‘9 081 ‘6% PPS ‘S86 VEL‘ TES 'F 68S ‘60% GIe ‘91 Cores sss" e1By79M Pus Yy[Ba_ [BUOTZBNT 62 
022‘¢ 810‘¢ 60E 7" "*"“epeusy jo Aroyex) euoMeN 82 
€89‘ZE €89 ‘Ze eee ee a ob ors | wy [BUOTyBAT 1% 
098 ‘€80‘ST 960‘SOI‘T €86‘610‘9 L1G ‘$88 ‘T 118 ‘228 '% 289 ‘8h9 ‘T TLL‘ 6470'S Trees essere sess-ggueyaq [BuoryeNy 9% 
EFS ‘3809'S SIP ‘61 €18 ‘09 TPI ‘6 %Z8 ‘S89 GLP‘SG 618 ‘869 ‘T ““""""“sKOAIng [worUyoay, pue sourpy 14 
TE0 ‘2s G68 ‘9¢ TZ cgg‘s 00S ‘TOT Se BS a Bee ene MOM GSISOry £% 
CEL‘ FSS ‘T G6L‘Z0S ‘T OIL‘TL 098 ‘T 769'F 6LL‘E Ce ee ee ee et ea . ses moqey ZZ 
T¢co‘T¢¢ €98 ‘Ize €18‘e €83 ‘ZI 06F ‘ZI eeeeesseerececes es . ee “909m F 14 
G68 ‘F00‘T 66E 11g CZE ‘OFS ¥S8 ‘1c oe ed te eeee "oes" ***-g9uBInsuy 0% 
80‘'87b'S C80 ‘867 'Z eee i eee ueas comme a seiae Cn Dir 61 
$18 ‘EST 16 929 ‘6 G00‘S 986‘Ze 99T ‘98T eee reer esee ah ss Mec caepn sn eae OR TS SOTO LI 
G82 °U83‘T TILT ‘09 IST ‘OT 586 ‘93 920° L8T L€9‘98T 918 ‘608 ieee nce: iio cigs ee ae ie > SOOO SET 9T 
18 ‘826 ‘OTE 8Eo‘SZT 988 ‘88ST ‘T 96‘ P0S 062°3F9‘S 99 GPS‘ LIZ‘ IL | 020‘ Fh2‘z6e Me ea toni Sepeibin: PPC RRP OR iri g ST 
6h SFI ‘S 1P0 ‘69 £02 °86 96 ‘FI 190‘€ 129 ‘SST ‘T 18h‘ L192 + Rea aaa: panei CELE IL [BUI04XO7 ial 
£08 £68 Tittteesessessssssepeues Jo [rounor orerouoo Ry ai 
16L‘Z08 ‘ET GLO‘ LL PEL‘SS 89T ‘82 SST 68h ‘L 169° LE¢‘¢ en has tan ens Wee ec eONONDOR | sousjaqd ZI 
002 T 98¢ €Il 2 an os Se MOIRSTUEDIOG BOTATOS [TAT Il 
018 ‘T60‘Z SIP ‘SLT SFO oe ‘T GOT ‘08 0g9 ‘28 919 ‘96F b6S‘T eter a “""UOIyBIBTUIWUy pus drysuez1y19, Or 
028 ‘96 008 ‘96 0% U7 e******* TOOWO [B10}09q JOryDO oq} Jo 9HO 6 
L¥S‘9E8 ‘FIT €18‘S99 ‘T G6S ‘79g 829 ‘S81'F G8 ‘ZS ‘LOT ““*"uolze1od10¢ Suisnoy pus oBes,I0W [BIJUID 8 
86S‘2 S6g‘2 Trees ""**uorye1odi0n Suryseopvoig uUBIpBUBD jt 
SEI ‘0g 8c7 ‘6 £0F ‘TZ ¥8¢ 6Sh‘S TS ‘ST "** *"UOIZBZIUBZIO SoINnsBay Aouss ou Bpeusd, 9 
cg ce Scr ertsresss**"“slOurleAor) ysBopBoig Jo pisog g 
L8I‘T PEL ecp DS eee vane! OOUl() SB IOUNS) IOyIpNy 57 
981 ‘S0F 9&2 ‘SOF ee ee ene “*** ABIOUq OTUIOPW £ 
18989 ‘I €82'S6 199 ‘O¢ €19‘T89‘8 G86 ‘TSP ‘T 113‘ LI9‘T 81Z‘68¢ a Fe SE ES CS esis OAT TRONS Yr IT 
$ $ $ $ $ $ $ $ $ $ $ 
esueyoxe 9injIpuedxa soo] syruried pue eseuloo (II 
[210.L, pues snoeusy][so (SIBIA SOTAJOS puB] soles MOI; saouedr] enudAdd pues S}USUI4SAAUT | SONUSADI XB, quouyredeq auun]oA) 
yunoostp ST] snotaeid SODIAIOG spsc001g ‘soso LAI [8}s0g uolyjng uo winyoy u01q0ag 
‘UINIUIeL jo spunjoxy 


9961 “‘Ié HOUVW GAGNA YVAA IVOSIA AHL UO SLNAWLUVAIG GNV SNOILVOIMISSVTIO NIVW AG ANNAATY JO AUVWWAS 
b LIGIHXa — ee 


7 


eo 


>A Morey 


SALE ‘a EBateesesses 
: - — oe ~ e< J 
1707, 1700 See Rae BW) 
. = ‘ 6 4 ba) 
—a 
‘ _ 


* 
> # 


a 


er een ary ey 


77 


a =a 


* 
i. 


Sie bast 
_ 


2 
& 
~ 


Likes / BS 


C@iis 


se 
ree 


wee 


ee ces 


na ‘ 7 — 


" 


¥ 


rt 
ee 


a 


BINDING SECT. OCT 14 199] 


A 
My Seu 
aie TONE 
“1 he si 
PVs SY 
ae iy 
i iti’ aN 


3 


ae : i iN ie 
data nahvin ti 
annua on Ht fe 
SSA 
Nv NS ‘ ne ne 


ue 
) 


Sao 


Se 


